POWER POLICY 


HEARINGS 


SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY 
UNITED STATES SENATE 
EIGHTY-THIRD CONGRESS 

SECOND SESSION 


UNIV. OF MICH. 
LAW LIBRARY 


ON 


THE NEW POWER POLICY AND MARKETING CRITERIA 
OF THE DEPARTMENT OF THE INTERIOR 


JANUARY 21, MARCH 2 AND 4, 1954 


PART 2 


Printed for the use of the Committee on the Judiciary 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICD 
WASHINGTON : 1954 










MMITTE! 


WII 


JUDICIARY 


4 
‘ 
Ne 
O} 
AND 
R 
IN 
LN 
LAN 





7 
‘a 

Pe 

¥ 


or 


: 
Vi Vir ‘ 
' j 
pl 
1 Carolina 
, Mi r 
Arka S 
ISLATION 

















Davis, Hon. Clarence A., Solicitor, Department of the Interior 
Ellis, Clyde T., Executive Manager, National Rural Electric Cooper 





ative A clatiol 


McPhail, Harvey F., Assistant Commissioner, Bureau of Reclamation, 


Department of the Interior 
Radin, Alex, General Manager, American Public Power Associatiot 
Tudor, Hon. Ralph A., Under Secretary of the Interior 


1 


APPENDIX 
uI 


Page 
1X4 


LSY 





: Res eee. >a 








POWER POLICY 





THURSDAY, JANUARY 21, 1954 


Unitep States SENATE, 
SUBCOMMITTEE ON MONOPOLY AND ANTITRUST 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C 

The subcommittee met at 10 a. m., pursuant to recess, in room 424, 
Senate Office Building, Senator William Langer (chairman) presiding. 

Present: Senators Langer, Dirksen, Kilgore, and Kefauver. 

Present also: Senators Murray and Symington. 

Wayne H. Smithey, professional staff member. 

The CHarrMan. The committee will come to order. 

Mr. Smrrney. Mr. Chairman, at an eerlier date in the hearings 
you indicated to Mr. Aandahl, the Assistant Secretary o1 the Interior, 
that he would be given an opportunity to present in full his explana- 
tion and statement on the new marketing criteria and power policy 
of the Department of the Interior which was issued in September. 
Mr. Aandahl is here now for that purpose, and I understand that he 
has a prepared statement. Is that true, sir? 

Mr. AANDAHL. The statement that we have is prepared by the 
Solicitor and I would like to have him present it. 

Mr. Smirney. Mr. Aandahl, since the last hearing conducted by 
the committee, the Department has issued an explanation or an ex- 
panded statement of the criteria, I believe. Is that true? 

Mr. Aanpauu. That is correct. 

Mr. Smituey. Do you have a copy of that to submit for the record? 

Mr AANDAHL Yes, sir. 

Mr. SmitHey. May that be received and marked ‘Exhibit 13?” 

The CHarrRMAN. Yes. 

Mr. Aanpauu. Incidentally, the new words are underlined in red 
pencil on this particular copy. It is my personal copy. 

(Exhibit 13 is as follows:) 


Exnursit 13 


DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
Washington 25, D. C., December 11, 1958. 


MEMORANDUM 

To: Secretary of the Interior. 

From: Acting Commissioner of Reclamation. 

Subject: Marketing criteria for eastern division— Missouri River Basin, comprised 
of all or portions of Montana, North and South Dakota, Nebraska, Iowa, and 
Minnesota. 

For clarity and more detailed explanation, article 7 of this criteria dated 
September 10, 1953, is hereby expanded. This completely replaces article 7 of the 
criteria. 

$87 








ict Q ( i oner. 


A ! \ try he Interior. 


Mr. Smirney. I believe you stated earlier that Mr. Davis had a 
statement to make for the Department? 
Mr. AANDAHL. Yes. sir 


Mi SMITHEY Mr Davy 3S, W yuld you care to come torw ard so that 
| 


, 
d be closer to the reporter? 


Mr Davis. Yes. 
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The CuHatrman. Let the record show that Senator Murray of 
Montana is with us. Senator, please feel free to ask any questions 
you care to at any time. We are very informal in this committee. 
You can interrupt at any time you want to ask any questions. 

& Here is Senator Kefauver. 

Mr. SMITHEY. Mr. Davis, would you clive your hame and occupa- 

tion for the record, please? 


STATEMENTS OF HON. FRED AANDAHL, ASSISTANT SECRETARY 
OF THE INTERIOR; HON. RALPH A. TUDOR, UNDER SECRETARY 
OF THE INTERIOR; HON. HARVEY F. McPHAIL, ASSISTANT 
COMMISSIONER, BUREAU OF RECLAMATION; AND HON. CLAR- 
ENCE A. DAVIS, SOLICITOR 


Mr. Davis Ye 3 My name is ( laren e A. Davis. I “um Soli itor 
of the Interior Department 


Mr. Smiruegy. 1 think it might also be interesting to receive some 


ot your hac | CTO ind. SIr. 

Mr DA VIs Well | am from Nebraska i d bef I’ coming d wn 
here, for the last 12 vears, I have been counsel to the State publie 
power system in Nebraska, and the various agencies that compose 
that svstem. 

Prior to that, I also represented private utilities As | frequently 


sav, | have been on all sides of the utility controversy for many, 


Senator Kerauver. Do you have other copies of your statement, 
Mr. Davis? 

Mr. Davis. Senator, I don’t [I only brought 4 or 5. We did not 
ret a ¢ hance to put it on the n imeograph, but we can vet you one ima 


iew minut 

Senator Kerauver. That is all right. 

Mr. Davis. I would like to say, Mr. Chairman, and gentlemen of 
the committee, what I have tried to do in this statement was to give 
an overall view of the problems which arise out of this public power 
controversy. The statement is not dogmatic. It doesn’t undertake 
to lay down anything in dogmatic fashion. It raises the problems. 

I also want to Say, before I get into it, that it is couched in general 
language and | have not undertaken to put the statement in the form 
of what we might call a legal brief. I discovered that if we undertook 
to actually get into all the citations of various matters that enter into 
this thing, that we would get to a minimum of a couple of hundred 
pages and I| didn’t think it was appropriate or necessary in connection 
with this committee that we undertake to sumbit a complete legal 
brief on some of these questions that have been raised here. So with 
your permission, Mr. Chairman, | will read the statement. 

A review of the record heretofore made before the committee 
indicates that the Assistant Secretary has answered time after time 
all of the questions, the objections and the criticisms made by the 
various witnesses. 

It is obvious from the testimony of the witnesses that there exist 
some very serious misunderstandings on the part of some of the 
witnesses with reference to the Federal law relating to these matters 
and to the responsibilities of the Department of the Interior. It is 
likewise apparent that there are profound philosophical differences 
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as to the proper role of the Federal Government in the economy of the 
electric industry. I think it is apparent that a large part of the 
controversy grows out of the basic philosophical and political dif- 
ferences, of which the Power Marketing Criteria for the Missouri Basin 
is only a symbol 

It seems to me that if this entire controversy is to be considered on 
its merits from the standpo nt of the Federal law involved, following 
the requests of some members of the committee, it is desirable to state 
the legal position of the Department with reference to the production 
and sale of the electric energy. To do so it is deemed important to 
briefly review the Federal laws relating to the production and distribu- 
tion of electric energy as they aoe been enacted by the Congress 
throughout the vears 


The first Reclamation Act was passed in the davs of Theodore 
Roosevelt in the year 1902 2 Stat. 388, 43 U. S. C. 391). It was 
entitled, “An Act \pprop! ating the Receipts from the Sale and Dis- 
posal of Public Lands in Certain States and Territories to the Con- 

ru n of Irrigation Works for the Reclamation of Arid Lands.”’ 
That act provided, in substance that all monevs rece ived from the 
sale and disposal of public lands in a group of 16 Western States 
should be set aside as a sper ial fund in the Treas iry to be known as 
he ( I ind al 5 

I i 1 er ] a7 ly renance 

for tl ti f version, and development of waters for the 
tates ar lerritories 

That neral purpose, which has never been changed, still expresses 
the primary obligation of the Department of the Interior, although 
as I shall point out, in later acts the Department does have some 


power-marketing responsibilities that are not necessarily connected 

with the irrigation of arid lands 
It was not until 1906 (34 Stat. 116) that the generation of elec- 
tricity in connection with this storage of water was recognized by the 

Congress, and then it said that 
vhenever a development of power is necessary for the irrigation of lands under 
any project undertaken by the said Reclamation Act, or an opportunity is afforded 
for the development of power under any such project, the Secretary of the Interior 
+} ; } ] 


is authorized to lease for a period not exceeding 10 years, giving preference to 
municipal purposes, any surplus power or power privileges, and the moneys derived 
from such leases shall be covered into the reclamation fund and be placed to the 


credit of the peers from which such power is derived, provided that no lease 
shall be made of such surplus power or power privilege as will impair the efficiency 
of the irrigation project. 

Here, for the first time, appears the word “preference”’ in connection 
with the sale of Federal power, but note carefully that this early act 
gave preference to municipal purposes. It will be noted that this 
act did not create a class of preference customers. It did create a 
preference for public uses 

This yaa continued substantially the same until the passage of 
the Boulder Canyon Project Act in 1928, and that act, as you will 
recall, authorized the Secretary of the Interior to constuct the Boulder 
Canyon project, to sell the water therefrom for irrigation and domestic 
uses and the generation of electric energy and— 
delivery at the switchboard to States, municipal corporations, political subdivisions, 


and private corporations of electrical energy generated at said dam upon charges 
that will provide revenue, which, in addition to other revenue accruing under the 





é 
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reclamation law, will, in his judgment, cover all expenses of operation and main- 
tenance incurred by the United States. * * * 

As you are all aware, under the provisions of this act the Interior 
Department sells falling water to various public and private corpora- 
tions at the Hoover Dam site. Again, the primary obligation is the 
liquidation of the debt of the project. 

The next major legislation of the Congress with preference to electric 
power was the passage of the Tennessee Valley Act. The Tennessee 
Valley Act, as you know, is a special act governing a special region, 
under a special authority. The authority is not under the control of 
the Department of the Interior in any respect whatever. The act is 
not of general applicability to the question of a national power policy 
which | expect to discuss. 

In the act of 1935 authorizing the construction of Grand Coulee, it 

is recited that the project is being built- 
for the purpose of controlling floods, improving navigation, regulating the flow of 
streams of the United States, providing for the storage and for the delivery of the 
stored waters thereof, for the reclamation of public lands and Indian reservations, 
and other beneficial uses, and for the generation of electric energy as a means of 
financially aiding and assisting such undertaking. 
Later, mm 1943, the operations at Grand Coulee were placed under the 
provisions of the Reclamation Project Act of 1939. There were no 
specific directives regarding electric power with reference to Grand 
Coulee, other than the general reclamation laws. 

In the Bonneville Power Administration Act of 1937, the Interior 
Department, through the Bonneville Power Administrator, was 
directed to dispose of energy 
in order to encourage the widest possible use of all electric energy that can be 
generated and marketed and to provide reasonable outlets therefor and to prevent 
the monopolization thereof by limited groups— 
and the Administrator was authorized, therefore, to construct such 
transmission lines and substations as might be advisable to accom- 
plish these purposes. In the Bonneville Act the preference clause 
was extended still further to provide 
that the Administrator shall at all times, in disposing of electric energy generated 
at said project, give preference and priority to public bodies and cooperatives— 
and this policy was further followed by provisions that any contracts 
with private utility corporations must contain provisions for the 
cancellation of the contract or the withdrawal of portions of the 
power thereof upon 5-year notice whenever in the judgment of the 
Administrator the power is needed for the use of preference customers. 
This provision for the withdrawing of power from others for the 
benefit of preference customers is unique to the Bonneville Act. It 
is not a part of the general reclamation laws; it is not a part of the 
Flood Control Act of 1944; and the fact that it has been omitted 
from these acts by subsequent actions of the Congress would indicate 
that it is not of general applicability. 

Here, in the Bonneville Act, for the first time the change was made 
from dedicating power generated at Government projects to Govern- 
ment or municipal ‘‘purposes” over to that of “giving preference and 
priority to public bodies and cooperatives,”’ regardless of the use which 
they might malkg of the power. There is a vast deal of difference in 
these two conc@ptions. The original reclamation conception was 
apparently based\upon the theory that the savings in power costs, if 
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any, gene rated by wae ts constructed at taxpayers’ expense should 
be passed back to the taxpayer by using the power for public purposes. 
The latter conce ption, Sl “din the Bonneville Act and some sub- 
sequent acts, is a conception that the savings in power costs, if any 
at projects built at Government expense, should be passed on to 








th rketing agencies of a public nature, regardless of whether 
the ise the power for public purposes or for resale purposes. This 
languag and similar language in other laws relating to water and 
Dowel ade available Im some areas very substantial blocks of 
h electric energy which these public organizations have marketed 
s, to industries, and to private individuals, much of 
whi s not used for the ‘‘public purposes” contemplated in the 
oO 1 19006 Re clamation \ t | ot! r respects the OeTL¢ ral policy 
F down at Bonneville is not substantially different from that of 
| ¢ | 1 ( ] 
n tl Fort Peck Act of 1938, the Department was again directed 
» Opt i he project 
1 und |] of d i rul con- 
( I t ct proje t y 
1 ¢ 
| lay tion Project Act of 1939 provided that 
tric } er or lea f power privileges ma | the Secretarv 
It yjject * * * sha me atin cae 
if ( d at h rates as, in his judgment, will produce power 
ifficient to ¢ an appropriate share of the ar ahd entation 
( ( ( ul iD} ) te ire of ne c ection 
al and such « r fixed S 
| } | i vid sale or ik 
preferent ull be given to n cipalities and other publie corporations or 
a 
a 0 cooperatives and other nonprofit organizations financed by 


the Rural Electrification Act 
Note that here, following the policy of the Bonneville Act which 
had been passed 2 years previously, the preference is to the type of 


marketing organization, that is, “to man municipalities and other 
public corporations or agencies * * *” rather than to “municipal 
purposes’ as were described in the original reclamation laws 


The attention of the committee should be directed to the fact that 
all of these acts were botte med upon the theory that the energy 
ould be disposed of to he Ip liquidate the cost of the project. This 
is clearly spelled out in the Grand Coulee Act, which provides ‘for 
the generation of electric energy as a means of financially nee and 
assisting such undertaking.’ From this language I would infer that 
the storage of water, the reclamation of public lands aor Sedion 
reservations and other beneficial uses were the primary purpose and 
obligation of the project, and that the electric energy and its sale is 
an incident to such undertaking. 

Your attention should further be directed to the language of the 
Bonneville Act, which requires the Sec retary to — of energy 
‘in order to encourage the widest possible use” and “to prevent the 
monopolization thereof by limited groups.” Font attention is 
directed to these clauses because the \ woul | appear to be fully as muc th 
a directive to the Secretary as is the preference clause above set forth. 

Your attention is further directed to the Fort Peck Act, which 
recites that the Secretary is directed to operate the project ‘‘for the 
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benefit of the gene ral public and particularly of domestic and rural 


consumers 


In the Flood Control Act of 1944, which is the act controlling a great 


many of the projects in the Missouri Basin, with which the committee 
is now particularly concerned, the Secretary of the Interior is desig- 
nated as the marketing agency of powe renerated at flood-control 


dams constructed by the Corps of Army Engineers, and in this case 


! a 
he is @iv he foll teria 
sha ] ) fs) \\ T 1 i LO ¢ ( ir 
1 1¢ t eof a \ Y tes ( ers 
( ) D r D ef lve 
u i} ul { Federal | r* I 
: 1 ; att . 

Preference in the sale of s ich ene! r\ “Shall be given to pu lic bodies 
and cooperatives.” he Secretary is authorized 
to ¢ oO ’ yn li und rela vcili i Ly 
b ( i i ver and ( ia | ts 
availal oles untit for ‘ fa isonabl e! o fac 
ow I 1 ( nment, public cooperati\ and pl ately 
ow pa 

} l +] t 1] } Lar soa ti . th : 

ou ii no that I cic l turther obligation upon the 
pecretal ( 
ent ra tl t widespread e thereof at the | t possible rates to con- 
S ) 1 | Ss} ples 

Phe r¢ paraphrased exe ‘rpts, | elieve, are ade quate to give you a 
broad y of such statut power policy has been laid down by 
the Congress of the United States [It is clear that all of the: are 
b | primarily upon the disposal of hydroelectric energy which is 
ren led in dentally in connection with the construction of wriga- 

ao a ‘ Ri ll of the . 
tion works or flood-control dams. All of them contain directives to 
the Secretary, differing slightly in wording, but directed toward the 
sale of the energy (a) “for the benefit of the general public and pai ticu- 
larly of domestic and rural consumers”; (6) “to encourage the widest 


1] 


possible use’: (ec) to market 


‘t, 


nsistent with sound business princi- 
ples”’; and l In) all of them to give prelerenct to public bodies and 
cooperatives 

It is vers interesting to discover that nowhere in the reports of the 
committees, or even in the discussion on the floors of the Houses of 
Congress has there ever been any adequate attempt at definition of 
the word “preference” or of the scope of the preference clause. It 
does seem clear that the primary obligation of the Secretary of the 
Interior is the welfare and prompt liquidation of the project from 
which the energy is created. This has been so from the beginning. 
One of the very few interpretations of the preference clause whch 
we have been able to discover is in an opinion of the Attorney General 
of the United States during the administration of President Wilson. 
The opinion will be found in 30 Opinions of Attorneys General 197. 
In the case that Secretary of the Interior had entered into a transaction 
with the Pacific Gas & Electric Co. by which a reclamation project 
was purchasing power and energy for an area in the State of Arizona, 
and the Pacific Gas & Electric Co. had retained the business in the 
city of Phoenix. The contract provided, among other things, that 
while the Government was serving power to that private corporation, 
it would “refrain from a general retailing of power to customers in 
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the city of Phoenix” and from ‘furnishing power to anyone in said 
city to be again sold or retailed.”” The questions were, first, whether 
such an agreement violated the preference clause, and second, whether 
it was in violation of the antitrust laws. 

The Attorney General held that it did neither and was a proper 
contract, and in that opinion used this language: 

Through leases of this character, each project is to be made, to the extent pos- 
sible, the means of paying for itself. The money proceeds operate to reduce pro 


tanto the financial burdens which must ultimately fall upon the water users. 


Therefore it is the first duty of the Secretary to consider the welfare of the project 


and the water users. The duty to prefer municipal purposes in the making of 
leases is secondary and incidental. If, where a surplus of power became avail- 
able, opportunities should occur to dispose of it for municipal uses, and the terms 
offered return were at least as advantageous to the project as the terms offered 
n behalf of other uses, it would be the duty of the Secretary to make the lease for 
the municipal uses, but not so if, in his judgment, the contract would prove more 
profit 1ade in the other way If the lease for municipal uses promised less 
adva ige, he could not make without favoring the mere incident of the statute 





trin t of its prime obiect 


I fully recognize that this opinion was written prior to most of the 
large hydroelectric developments now under the control of the De- 
partment. On the other hand, it is noteworthy that no modification 
of that opinion has been pointed out. 

There is some discussion in the Congressional Record that took 
place on the floor of Congress from time to time in connection with the 
passage of these various bills. Without burdening the committee 
with reciting those various colloquies of the Members of the House, 
it may be said that they did represent somewhat diverse views, but 
that none of them indicate any clear acquiescence by either House 
of Congress in the interpretation which various Members have under- 
taken to make. 
fF I might also say for your information that I have requested the 
General Counsels of the various power marketing agencies of the 
Interior Department, all of whom have occupied those positions 
for the several years under previous administrations, to supply to me 
any inte rpretations of the preference clause or opinions relating thereto 
which the y have prepared during recent years. I have been informed 
by all of them that no such opinions have been written by any of 
them. ] should add that so far as we have been able to ascertain, the 
interpretation of the language of these various preference clauses has 
never been rendered in any judicial opinions, and consequently, the 
benefit of judicial interpretation is entirely lacking. 

[I shall not attempt to explain why there have been no formal legal 
opinions ever expressed by either administrative lawyers or the judici- 
ary regarding language which is so clearly provocative of different 
interpretations. 

In the absence, therefore, of judicial or congressional interpretation 
of the preference clause, I should like to point out to the committee 
some of the potential problems which arise in connection with the ad- 
ministration of this act, in situations in which the amount of Federal 
power produced is not sufficient to satisfy all of the demands that are 
made upon the Department. For instance, may I point out to you 
that a very serious conflict may arise between the mandate given to 
the Secretary ‘‘to dispose of such power and energy as to encourage 
the most widespread use thereof’’ and the language « giving pre ference 
to public bodies and cooperatives.’’ It is not necessarily true that 
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sales to public bodies and cooperatives represent the most widespread 
use, and that may be particularly true where the public bodies, in turn, 
resell energy to a single large industrial user, a situation which has 
already arisen in some quarters and which potentially may arise at 
any time. 

The Department has dealt, and will continue to deal, with public 
bodies and cooperatives, upon the general presumption that they do 
encourage the most widespread use, at the lowest rates, but I should 
ask the committee to remember that this is not necessarily and in all 
instances true. 

I should also point out to you that some of these acts require dis- 
tribution primarily for the benefit of domestic and rural consumers. 
This language cannot always be reconciled with the preference clause, 
if the agency having the so-called preference insists upon exercising 
its preference and reselling to industry power which might be sold to 
others who would deliver it to domestic and rural consumers. A 
potent argument can be made that if there are savings in the cost of 
production of electric energy by the Government, the benefit should 
be distributed first to governmental agencies which presumably bene- 
fit all of the public, and next to the largest number of people possible, 
namely, the domestic and rural consumers referred to in the act, no 
matter by whom served. 

May I suggest that as time goes on, this problem will become an 
acute one, because as industry develops in the area served by prefer- 
ence customers, the conflict between the industrial user and the 
domestic and rural consumers is likely to be intensified. 

With no congressional or judicial interpretations to guide me as a 
lawver, I cannot say with any degree of certainty what interpretations 
might be given this language if the matter resolved itself into litiga- 


tion, although in all candor it should be pointed out that many of 
these othe r directives appear 2 the same act and as a part of the same 
paragr aphs which contain the preference clause, and that situations 


may arise in which it will be difficult to give effect to one clause of the 
para rraph and ienore the remainder. 

There is also running through the testimony a clear implication on 
the part of the witnesses regarding the Federal obligation to extend 
transmission lines for their service benefit. About the fundamental 
authorization of the Department to do so there can be no question, 
but the extent of such lines in connection with the marketing of power 
under the preference clause raises many difficult questions, 

[t seems to me there can be no question that at the beginning of a 
project, at the time the power is first offered on the market, the 
language is clear that all public bodies and cooperatives within a 
reasonable marketing distance should be given the right over other 
purchasers to buy the energy. But even that is not as simple as it 
sounds. Assume a project with 100,000 kilowatts of energy to sell. 
Within a radius of 100 miles of that project, or some reasonable mar- 
keting area, there are certain public bodies and cooperatives whose 
electrical needs at the time are 50,000 kilowatts. There seems to be 
no question that they are entitled to purchase the 50,000 kilowatts, 
but what about the remaining 50,000 kilowatts? Within that 
100-mile radius there may be numerous industries, commercial ven- 
tures, private utility corporations and other potential purchasers 
of that energy. Perhaps 200 miles away are other public bodies and 
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cooperatives Should the Government carry that e1 ergy and build 
transmission lines the second 100 miles for the benefit of public agencies 
and co peratives, or should that energy ay sold LO nonpreference 
customers withn that 100-mile radius? 

Al ppose there is a preference customer 300 miles away. 
Should the Government undertake to carry that enerev 300 miles to 
sell to the preference cu mer, or should that energy be sold to non- 
preference customers within the first 100-mile normal marketing 

Tho o advocate the unlimited extension of Federal power would 
ndoubtedly take the position that the Gov rnment was under obli- 

tion to extend its lines indefinitely so long as it has power to sell 
ind so long as there are preference customers who can be found to 

to. The logical result of that policy, however, is that it results in 

l clusively to public agencies. The word ‘“‘preference”’ by 
deninition seems to imply a choice between alternatives a choice 
between prospective customers The position I have suppos d, there- 
fore, of unlimited extension of Federal transmission or F d ral market- 
ing, regardless of distance, would seem to run contrary to the implica- 
tions 1 tl word ~ pre ference.’ Also the mandat to follow ‘sound 
business princip sles’? unless nore d would seem to impose some limi- 

Lions in the hypotheti eal situation I have been diss ussing 

Ther is still another phase of the problem which is equally the 
subject of dispute and of various interpretations. 

Suppose again that our Federal plant generates 100,000 kilowatts 


{ 


and our preference customers within a reasonable marketing area, 
whatever that might be determined to be from an engineering stand- 
point, use only 50,000 kilowatts. What are the obliastiens of the 
Government with reference to the remaining 50,000 kilowatts? 
Should that ene re) be sold to nonpreference customers for the sake 
of increasing the Government’s income and therefore facilitating the 
liq iidation of the cost of the project, or should the Government hold 
that 50,000 kilowatts in reserve for the benefit of the expected future 
crowth of its preference customers? And if it holds that 50,000 kilo- 
watts in reserve for its preference customers, should it make a charge 
for this capacity which it is holding in reserve, or should it hold that 
reserve capacity without any charge until such time as the preference 
customer wishes to us 1t? 

[t must be realized that this 50,000 kilowatts of idle capacity repre- 
sents an investment of at least $10 million on which the Federal tax- 
payer received no return so long as it is held in reserve without charge. 
It has been said that this reserve capacity will not zo unused but will 
be sold to others, and this has been true in some Cases, 1 would suspect 
largely because since the beginning of preparation for World War II 
there has been a constantly growing need for industrial power which 
has made it possible to market whatever energy has been available. 

From the eres ns however, it must be remembered 


that if energy is held subject to the call for withdrawal by preference 
customers, as th e ap ference customers’ load grows, that power is not 
very dependable to anyone else, and it wi yuld normally have to be 


sold on a short time or dump power basis and fail to realize the maxi- 
mum return on its sale. It is with that general thought in mind that 
it seems desirable to place capacity charges on reserves which are held 
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for future growth of customers, if they are to be held over any very 
extended period of time. 

These capacity charges are what the witnesses repeatedly refer to as 
“a penalty.” Of course, they are not a penalty at all. They are 
merely a charge to reimburse the Government for an investment which 
it is holding idle for the benefit of the customers. If the Government 
holds that capacity idle without some payment for it, this is exactly 
the equivalent of allowing individuals to use Government property 
rent-free. Such capacity charges are perfectly normal in the utility 
industry, both public and private, and are a well recognized business 
practice, as any competent utility operator or rateman knows. 

I point these things out to the committee with the thought in mind 
that the Congress has directed the Secretary to operate those projects 
on a businesslike basis for the benefit of domestic and rural users, and 
that the problem is not solved by the unlimited and unrestricted 
application of the preference clause. 

There has been complaint from several of the witnesses that all 
power from any project managed by the Interior Department should 
be sold to nonpreference customers only with the clause which permits 
the Department to withdraw it for the benefit of the preference cus- 
tomers, when, as, and if they need it. The statement has been made 
that the Department is violating a historic policy when it undertakes 
to omit these withdrawal clauses from a limited number of nonprefer- 
ence customer contracts. It should be pointed out that the record 
clearly shows that these clauses providing for the withdrawal of power 
from nonpreference customers on the demand of preference customers 
were not inserted in reclamation contracts of the Interior Department 
until 1946. 

There have been submitted for the record numerous contracts with 
industry and with private utility companies, executed by the previous 
administration, which did not contain a withdrawal clause. If this 
policy is historic, it is only historic since 1946, and since 1946 it has 
been historic only in limited instances. 

There are 13 long-time contracts made by the Bureau of Reclama- 
tion prior to 1953 which have no withdrawal clause. There is a 
30-year contract in the Southwest Power Administration with an 
industry which has no withdrawal clause. There are 19 industrial 
contracts, running for many years, in the Bonneville Power Adminis- 
tration which have no withdrawal clause. In fact, practically none 
of the Government contracts selling power to industrial customers 
have a withdrawal clause. 

Mr. Smirney. Did not the Secretary earlier in the hearings testify 
that the situation in the Bonneville area was substantially different 
from that in the Missouri Valley Basin? 

Mr. Davis. He did, and he also said that on the best estimate 
which could be made at the time, that the execution of these industrial 
contracts did not deprive the preference customers. 

Mr. Smiruery. The point is, did that go to your ijlustration? He 
had originally acknowledged, I think, that the situations in the 
Missouri Valley Basin and in the Bonneville area were not the same. 
Now you are citing cases involving Bonneville in which there was no 
withdrawal clause in the long-term contracts? 

Mr. Davis. Yes. Iam citing them as legal matters and not as—— 
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Mr. AANDAHL. May I volunteer a statement there? I think the 
illustration given by the Solicitor just bears out the fact that there are 
circumstances under which long-term contracts can be entered into 
with nonpreference customers, without having a withdrawal clause 
inthem. We donot have that particular circumstance in the Missouri 
Basin as far as firm power is concerned, but where we find a circum- 
stance of that kind, it illustrates conditions under which a long-term 
contract could be entered into. 

Senator Kitcore. Mr. Chairman, I have a question on that. 

These contracts for a long time were nonpreference customers, are 
any of those customers for resale or are they all for use by the cus- 
tomer? I think we should get that into the record. My recollection 
in Bonneville is that most of those contracts up there were entered 
into during the war to stimulate aluminum production and things of 
that kind. 

Mr. Davis. May I proceed with the statement, which answers the 
various things you are talking about, Senator? I will go right into 
this very thing which you are talking about. 

Senator Kitrcore. Thank you. 

Mr. Davis. Iam not at all critical of this situation, because it seems 
hardly necessary to explain that it is not possible to market a thing 
like electric industry on which domestic, rural, and industrial users 
depend unless it can be marketed upon a dependable basis. It has 
been well pointed out that when it became necessary to construct alu- 
minum plants in the Pacific Northwest, these large industries would 
not consider constructing plants if their power supply was to be subject 
to the withdrawal clause. Therefore, the previous Administration 
executed contracts running into the 1960’s for more than 1 million 
kilowatts of firm power which contained no withdrawal clause what- 
ever. I cite these instances, not by way of criticism, but only to dis- 
abuse your minds of any notion that the suggestions of the Secretary, 
that under certain conditions similar contracts might be executed, is 


anything new, is any departure from previous policy or is any violation 
of any supposed historic principles. 

There was criticism from some of the witnesses because in some of 
th addresses delivered DY officials of the Dep: rtment there was a 
mention of the possibility of readjustment of rates. I am sure that 


this phase of the matter was adequately covered by Assistant Secretary 
Aandahl in answer to questions, but it is deemed not inappropriate 
that I should amplify the matter further in this statement for the 
benefit of those who are not entirely familiar with the problem. 

I should first point out that all of these projects were built upon the 
theory that a large portion of the costs should be reimbursed to the 
Federal Government through the sale of water and power. In most 
of them in recent years the amount repayable from the sale of water 
for irrigation purposes has been determined as being that amount 
which within reason the landowners of the district might be able to 
pay. The remainder of the reimbursable items of the project have 
been presumed to be repaid by the sale of electric energy, and water 
for municipal and miscellaneous purposes. 

It must be apparent to anyone that the amount of money to be 
repaid the Federal Government determines the rates which must 
be charged for both the water and the power to raise that amount of 
money. In almost all cases the charges against the water users have 
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already been fixed in the first instance as the maximum which their 
ability to pay permitted. Therefore, any upward variation in the 
amount of money which the Federal Government must be reimbursed, 
it is obvious must come from a readjustment of electric rates. 

I shall not discuss it further except to point out that in some in- 
stances the allocations of reimbursable costs from power, as set up at 
the time the project was being authorized, are double the amount 
which we found the Department was using as its base to be amortized. 

The problem I wish to discuss is one of actual increased costs of 
construction, due in large part to the inflationary period which has 
occurred between the time many of these projects were authorized 
and the date when construction was or will be completed. In many 
areas the rates promulgated by the Department were promulgated 
on the basis of estimated costs of these projects are 1% times and 
sometimes double the estimated costs upon which those rates were 
based. 

I should point out that under the Federal reclamation law as it has 
existed for many years the Secretary is under an obligation to reim- 
burse the Government with interest at 3 percent of the power facility 
features of these reclamation projects. If there were a period of 
stabilized or even declining prices, as the country had during the 
1930’s, and which there has not been since the 1930’s, rates might be 
promulgated, based upon estimation of costs, with reasonable accu- 
racy, but when the costs of many of these projects are now almost 
deuble the amount which was in contemplation at the time the rates 
were fixed, it must be apparent that the rates so fixed and based on the 
estimates will not return the actual cost - investment in the project. 

This is a pure matter of arithmetic; it does not involve any new 
statement of policy whatever; it is pure te 't vctual and is designed only 
to direct the attention of the committee, the witnesses, and the 
Department to the fact that a problem is presented, which sooner or 
later will require solution. 

May I illustrate this problem with a concrete situation? The 
report to the House Committee on Public Works on cost allocationst 
House Committee Print No. 23, 82d Congress, 2d session, shows tha, 
in one of the Department’s areas of operation, the Southwest Power 
Administration, the Army engineers’ allocation of cost to power was 
$400 million, but the Interior Department has been using a rate base 
to be amortized of only $200 million, both figures approximate. 
Now it must be apparent that the rate base used, even if fully liqui- 
dated, is still $200 million short of the amount required to liquidate 
the power facilities as set up by the Army engineers who built the 
project. 

With reference to the Missouri Basin power situation and without 
going into detail, I am sure you know that the costs of the Garrison, 
Fort Randall, and Cavins Point projects were estimated several years 
ago. On the basis of those early estimated cost figures a schedule of 
electric rates in the basisn was promulgated by the Interior Depart- 
ment. We all recognize the tremendously increased inflation that took 
place between 1948 and 1953, so the costs of all of these projects, 
through nobody’s fault, are going to be millions of dollars higher 
than the estimated costs on which the rates were promulgated. 

If the law is adhered to which will reimburse the cost of power facil- 
ities so installed, it must be apparent that rates designed 5 or 6 years 
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ago on lower costs can hardly liquidate projects that are being built 
and completed on present day costs. I am certainly not prepared to 
say that the rates should be raised to meet these higher costs, but it 
is obvious that such costs will either be met by increased rates from 
the sale of the energy or by the Federal taxpayer, or by a combination 
of both; and it would seem to me that ultimately the Congress will 
have to determine a source from which these increased costs will be 


paid 
In that connection, there must also be kept in mind the matter of 
maintaining rates within such levels that the power is salable. If 


the costs have risen to a prohibitive point, the complete allocation 
of costs to power might price the power out of the market, which, of 
course, would certainly not conform to business principles. 

| have stated this problem in detail 

The accusation has been made that the Interior Department ex- 
pects to raise all Federal power rates. This is not true. It is true 
that references to this problem have been repeatedly made by various 
members of the Department, and in my opinion it is a problem which 
should be fully discussed and understood by the members of this 
committee, by the Department of the Interior and by the purchasers 
of federally produced electricity. 

I suspect the real basis of complaint against the Department goes 
lause. Mr. William C. Wise, who is now 
appearing as attorney on behalf of a group of rural districts and who, 
until April 1953, was General Counsel and later Deputy Administra- 
tor of the Rural Electrification Administration, when asked to sum- 
marize his complaints against the Interior Department, raised the 


following objections: 


tal bevond the preference ry 








Mr. W The specific points of objection in the criteria are. * * * 
Paragraph 1 denies utility responsibility on the part of the Department of 
I 1 its the purchase of thermal generated energy to firm up hydro- 
to the average water vear instead of to the amount which would result 
| fitable tion by the Government and the greatest amount of 
( 9g made ay to the rural system at the lowest cost * * *# 
Paragray » aband old policy of taking care of the growing needs of the 
a si 
Paragrap 6 tells cooperatives to look elsewhere for growing nee is, de stroys 
f equal opportunity to all potential purchasers.’’ 


There are others which I have not enumerated here. 

It was very interesting to me that these statements all precede the 
complaints about the preference clause. I suspect that these com- 
plaints constitute the actual ground of complaint of several of the 
witnesses. They believe that the Interior Department should engage 
in the power business indefinitely and unlimitedly, to provide power 
for their particular use, for unlimited periods of time, and whenever 
it may be required. That is an appropriate definition of the assump- 
tion of “utility responsiblity.”’ 

However desirable that policy might be from the standpoint of the 
witnesses and the preference customers, the fact must be faced that 
this policy has been repudiated by the two preceding Congresses; 
that it is not a policy which has ever been authorized by the Con- 
gress; that it is almost impossible for the Government to carry out 
from a financial standpoint; and that it is of doubtful legality. 

The witnesses have said that they believe the Interior Department 
is under an obligation “to take care of the growing needs of the rural 
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systems,’ and that they resent being told ‘‘to look elsewhere for grow- 
ing needs after the Government — is exhausted.” This is a frank 
anniienen that they believe the Government should adopt the policy 
of engaging in the electric business for the supply of all required elee- 
tric energy of certain classes of customers, at least in certain areas of 
the United States, if not nationwide. 

This conception, as I have pointed out, is far afield from the present 
law and the present authorizations of the Congress. Neither the Bu- 
reau of Reclamation nor any other power agency of the Department 
of the Interior has ever been authorized to engage in the power busi- 
ness as such. The Department’s activities in the field of electric pro- 
duction began as an incident to the irrigation of land; and it is still, 
so far as the Federal statutes are concerned, engaged only in the sale 
of electric energy as may be produced incidentally to other federally 
authorized purposes. 

There is, of course, a grave constitutional questi ion involved in the 
unlimited extension of the Federal Government in the power business 
which I shall not discuss in this statement. Il might, however, call 
vour attention to the fact that the Supreme Court of the United 
States, in the famous Ashwander case used these very significant 
words: 


The Government rightly conceded at the Bar, in substance, that it was without 
constitutional authority to acquire or dispose of such energy except as it comes 
into being in the operation of works constructed in the exercise of some power 


delegated to the United States. 


It is true that subsequent to that time the Congress has authorized, 
under limited circumstances, some a of electric works aus 
such, particuls arly in the Tennessee Valley, but ce rtainly the Congress 
has never passed any legislation authorizing the Interior Department 
to engage generally in the electric business, and therefore, the repeated 
statements of the witnesses that the Department’ s power policy was 
defective because it “denied utility responsibility” or “abandons the 
old policy of taking care of the growing needs of the rural systems’’ 
or that it “‘tells cooperatives to look elsewhere for growing needs’’ are 
very fallacious statements from the standpoint of the legal powers of 
the Department. It has never been authorized so to do. No money 
has been appropriated to enable it so to do, and it is not appropriate 
that criticism should be made of the ee on the ground that 
it has not fulfilled obligations which it is not authorized to perform. 

Another ground of compl: unt of in witnesses is that the Assistant 
Secretary has testified that he expects to secure steam capacity in 
low-water years sufficient to provide firm energy for these hydro 
plants in the Missouri Basin up to the average water year. The 
witnesses complain that he should purchase steam oe beyond that 
amount up to the maximum which can be sold at a profit to aid the 
project. 

The legal authority of the Department through the Bureau of 
Reclamation or the other power agencies to purchase steam power is 
far from clea Nowhere in any of these power acts is there any 
direct wathatiintde for the Petes to engage in the purchase 
of steam power in the Missouri Basin, or for that matter elsewhere, 
except as it may be implied from various canned itions bills. 

While I have not checked the record, I am informed that the Con- 
gress has on several occasions refused to authorize the purchase of 
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steam energy in various situations. The problem has been acute in 
the Columbia Basin in connection with the Bonneville Power Admin- 
istration, where the right to purchase steam power has been denied by 
the Congress, in several times refusing to pass bills authorizing the 
purchase of steam power. Throughout the years, however, the prac- 
tice has grown of securing certain amounts of “— pow er to firm 
up these various hydroelectric projects, largely by an exchange of 
hydroelectric energy at certain seasons or certain hours of the day 
for steam power at certain other seasons or other hours of the day. 

The whole question of the right to purchase steam power by the 
Department is shrouded in legal uncertainty. We can state positively, 
however, that there is no authority in the Assistant Secretary to make 
contracts for the direct purchase of steam energy in the Missouri 
Basin, and certainly no authorization to go into the brokerage business 
for the purchase of steam power for resale to these cooperatives. The 
Assistant Secretary has stated that he does expect to secure steam 
power to keep the project firm in an average water year. It must be 
apparent that this can be done by an exchange of energy from time to 
time with these public and private agencies having steam capacity. 

It must be equally apparent that when the Secretary undertakes to 
secure steam power in an amount that is beyond the amount of the 
average production of Government plants, he is simply engaging in the 
purchase of steam power as a business enterprise, which he cannot 
hope to pay for by an exchange of hydroelectric energy, and that he 
is embarking upon the policy of becoming a broker, the policy of 
engaging generally in the electric business, and in assuming a utility 
responsibility for supplying all the power in the region, a thing which 
the Congress has most certainly not authorized him to do. 

Another of the major fallacies of the testimony of several of the 


witnesses is their total lack of distinction between public power and 
Federal power. ‘The witnesses seem to feel that the only alternative 
to the tremendous extension of Federal power which they advocate is 


the private utility industry, and running through their testimony is a 
constant threat of accusations that if the power supply is not furnished 
by the Federal Government, their districts are subject to what they 
call the extortionate rates of the “power trust.’”’ Nothing could be 
more fallacious than this conclusion. Throughout the United States 
are hundreds of examples of successful public power operations, both 
reneration, transmission and distribution, which are constructed by 
States, public agencies, municipalities, cooperatives, and with none 
of which the Federal Government or the Department of the Interior 
has had anything to do. 

Many of these non-Federal public power agencies have been oper- 
ated so successfully that they have developed fine credit, splendid 
operating systems and highly successful businesses. Many of them 
have a credit rating which enables them to borrow money substantially 
as cheap as it is borrowed by the Federal Treasury. Many of them in 
their operations are as successful or more so than the operations of the 
Interior Department. Many of them are located in a strategic area 
in which the witnesses are insisting that the Federal Government 
assume utility responsibility, when in their own area and frequently 
by their own credit they can obtain the money for construction of addi- 
tional facilities at rates as advantageous as those which this Depart- 
ment can obtain. 
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This is not a controversy between Federal power and private 
utilities. It is a choice, if any, between Federal power and public 
power developed by other agencies. The Department has expressed 
its great willingness to cooperate fully with other public agencies and 
States or municipalities i in the carrying out of construction programs 
for the various regions of the U nited States. To arrogate to itself 
entirely the construction of all future generating facilities in these 
vast areas, as contended by the witnesses, means the Federal invest- 
ment of billions of dollars and the necessary expansion of a tremendous 
Federal bureaucracy engaged in the management of these enterprises. 
It is the belief of the Department that those functions, including the 
necessary financial investment, can be secured in most cases with 
equal facility by other agencies located much closer and much more 
under the control of the people to be served than can the Department 
of the Interior, managed of necessity from the city of Washington. 

The Department is squarely in support of the position of Pre sident 
Eisenhower, who has repeatedly referred to the desirability of a ‘“‘part- 
nership” between the Federal Government and the States and munici- 
palities, leaving as many things as possible in the hands of local govern- 
ment and local people. This idea is not new. As a matter of fact, 
the National Reclamation Association, which is composed of these 
farmers and other people who are the users of reclamation projects 
and the officers of Reclamation districts, has gone on record as follows: 

It is not the primary obligation of the Federal Government to fil! the power 
requirements of any community or region. ‘That should be left primarily to 
local enterprises—State, municipal, or private. 

Local enterprise should not merely be encouraged but, as against the Federal 
Government and except where there are specific reservations by Congress, should 
have priority to make hydroelectric power development under proper govern- 
mental regulation and control. 

It should be repeated in closing that the true differences between 
the witnesses and the Department is that the witnesses are insisting 
upon the unlimited construction of Federal facilities, for unlimited 
times in the future, to provide whatever power they may want, 
when, as, and if they want it, for the benefit of their particular group; 
whereas; it is the view of the Department, in conformity with the 
acts of Congress, that the Department is only engaged in the marketing 
of such electric energy as is produced advantageoulsy in the sore - 
tion of Federal projects; and that the Department could not, if 
wished, commit the Congress toward the unlimited rene FB» 
demanded by the witnesses; that the view of the witnesses leads 
inevitably to the complete federalization of the electric industry in 
the areas in which the Federal Government assumes a utility responsi- 
bility, and it is the view of the Department that the less Govern- 
ment there is in Washington and the more control there is in the areas 
to be served, the better in the long run the areas will be. 

Thank you, Mr. Chairman. 

The CuarrmMan. Do you have a question, Senator Kefauver? 

Senator Kerauver. Mr. Davis, just what is the latest statement 
of policy with reference to preference for cooperatives and munici- 
palities in the Missouri Valley? It was changed, I understood, some 
time back. 

Mr. Davis. That is right, Senator. I wonder if Mr. Aandahl who 
drafted it and who has the last statement which I don’t have, could 
answer that question. 
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Mr. AANDAHL. Certainly 
The statement with respect to the availability of power to preference 


customers basically remains the same as it was. There has been some 
expansion by the addition of words and by the addition of phrases to 
article 7 of the Missouri Basin Power Marketing Criteria That 
expansion was made under date of December 11 Article 7 establishes 
three atecvories tor contract negotiation The first entegcory provides 
Whvs l eans of dealing with contracts pres ntly in existences 

The second category deals with the ne otiatine of new contracts 
for new power that is to become available with preference customers 
anda tn third category deals with the negotiating of contracts with 
hon e Cu 0 

In the first category, where we deal with existing contracts, it will 
| I h elore 5 

sen r Keravver. Mr. Chairman, apparently in the discussion 
ot the contracts we are vom to vet Into a very extended diss ussION 
Mr. Davis is the lawver and this 1 apparently some matter of policy, 
0 interior policy as to the Nis ourl Valley Criteria SO | will hold 
m { { ions, 1i some ol the othe senators have le ral questions that 
the LO ast Nii Day “ 

Senator Murray. Mr. Chait I would like to inquire if there 
are an xtra copies ol this statement that | nder Secretary (andahl 
l to 


LAnpAHL. This expansion of article 7 on December 


Mir. AANDAHL. Yes, we have many copies of them. This is the 
( t with 1 

Senator Murray. I was going to say that in hearings of this kind, 
| | etn has bee Oo! tnesses who appear here to pro- 
vidi tate! nts so that th members ol the committee could have 
an opportunity to understand what their testimony is going to be, 
’ D ippropriate questions It does seem to me that in a 
matter of such creat mportance as this we ought to follow that 


Mi LANDAHI This Statement of Decemb r il has been riven wide 
circulation, and has been sent to quite a number of the Members of 
Convress 1 am not sure just who received it. 

Senator Murray. Are there any extra copies of Mr. Davis’ state- 
ment: 
Mr. Davis. Yes, there are. I only brought up 4 or 5 with me. 

Senator Kerauver. Where are the extra copies? 

Mr. Davis. I believe they have been given to the press. 

Senator Krrauver. We do not want to take them away from the 
press. 

Mr. Davis. Well, I gave the reporter one. You can have my 
original copy here 

Senator Kerauver. Well, thank you very much. I did not want 
to take your original. 

Mr. Cuatrman. I did want to question Mr. Aandahl at length 
about this new policy. But I think perhaps we better defer that 
questioning and see if there are some legal questions anybody wants 
to ask Mr. Davis. 

Senator Dirksen. I have no questions I wanted to ask Mr. Davis. 
I must say that that is one of the best summations of power policy 
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overall for the country that I have heard in a long, long time. I 
think you are to be congratulated, Mr. Davis, on putting it up in a 
reasonably small package because it is a very extensive subject, and 
I think your analysis of the position of the Federal Government in 
the power field was extremely good. 

[ believe the statement merits insertion in the Congressional Rec- 
ord rather than to be embalmed in hearings as they so oiten are, so 
it will come to the attention of a good many more people. 

With re spect to Mr. Aandahl, I don’t know whether he was expected 
to make a formal statement here this morning. The committee rule 
is that if he was to formally testify, then statements should be made 
available. But I am sure he cannot be charged with responsibility 
there 

The CuarrmMan. The Department has been very fair. When they 
testified belore, we had statements before, and nobody had any obj C- 
tion to getting out any number the Senators wanted. 

Senator Dirksen. I am sure if they know what we want, they will 
supply it. 

Mr. Davis. Frankly, I should say it was impossible to get this 
mimeographed in time to bring this up here. Iam sorry. We will 
get you mimeographed copies of it ricbt away. 

Senator KEFAUVER. May I ask Mr. Davis one or two questions? 

The CHarrMAN. Proceed. 

Senator Kerauver. When did you become the Solicitor for the 
Department of the Interior? 

Mr. Davis. About February 15, 1953, I think. 

Senator Kerauver. I did not understand in answer to questions 
by Mr. Smithey just what you were doing at the time you became 
Soli itor. 

Mr. Davis. I was in the general law practice in Lincoln, Nebr. 
But among other things, relating to this field, 1 have been counsel, 
since its formation, of the State public-power System 1n Nebraska 
I am sure the Senators are aware that the whole State there is publicly 
owned, at the district level. 

Senator Krrauver. Did you say you had represented public power 
bodies, and also private power organizations? 

Mr. Davis. Yes, sir. 

Senator Kerauver. What private power organizations have you 
represented? 

Mr. Davis. Prior to 1942 I was counsel to the Western Public 
Service Co., a private utility company serving in western Nebraska, 

Senator Kerauver. And what other companies? 

Mr. Davis. That is all, Senator. Technically, I guess I might 
mention the Missouri Service Co., which was a very little company 
and which was a part of the Western Public Service Co:, which served 
about 15 or 20 towns in northwestern Missouri. 

Senator Knrauver. Who did you succeed as Solicitor? 

Mr. Davis. Mr. Mastin White. 

Senator Kerauver. What fundamentally is the difference in inter- 
pretation of legal responsibility of the Interior Department with 
reference to preference clauses or contracts with cooperatives and 
municipalities as between you and Mr. White, the former Solicitor? 

Mr. Davis. Senator, so far as I have been able to find, from our 
files and from the personnel, there have not been by the previous 
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Solicitors any such broad delineation of public power law and of the 
problem as I have made here this morning. As I said in the state- 
ment, I was quite surprised to find this. I haven’t found yet and 
I don’t say they don’t exist, because I don’t know what may be in 
that Department, but I have asked the counsel to the Bonneville 
agency, to the Southwest Power Administration, to the Bureau of 
Reclamation, all of them, for any legal interpretations of the pref- 
erence clause, opinions as to what it meant and so forth, in the Depart- 
ment, and I find that there have been none. 

Policy, of course, has been enunciated from time to time by various 
Secretaries, including, as I am sure you know the policy enunciated 
by Secretary Ickes in 1946, and there follows the policy enunciated by 
Secretary McKay, in July I believe, in 1953. 

Mr. AanpDAHL. That was August. 

Mr. Davis. Those, of course, are policy matters and administration 
within the general confines of the statutes which I have been talking 
about. 

Senator Krrauver. In discussing the preference clause, you had a 
good deal to say from time to time about the requirement also that 
contracts be operated on a businesslike basis or be let on a businesslike 
basis. Over the years, have not the Interior projec ts done pretty well 
in paying themselves out or paying returns to the Government? Have 
they not been financially successful? 

Mr. Davis. I think by and large that is true; yes. 

Senator Kerauver. So that you would not advocate any new ap- 
proach to contracts on the theory that the old contracts were not 
operated financially on a businesslike basis? 

Mr. Davis. Senator, I am not familiar, of course, with very many 
of thos: contracts, except as they come to my attention. As of the 
moment I couldn’t put my finger on any of them that were not 
reasonably businesslike. 

Senator Krrauver. You do not know of any, then, that have not 
been on a sound basis? 

Mr. Davis. I don’t know of any; no, sir. 

Senator Kmrauver. One main difference seems to be that you are 
advocating not allowing the reserve capacity of a hydroelectric facility 
to remain available under some method for the expanded need of the 
cooperative or the municipality, whereas, as I understand it, prior 
to this time short time contracts have been made so that this reserve 
capacity would be available for the municipality and the cooperative. 
That is one difference in the policy, I take it? 

Mr. Davis. I don’t think there is any difference there, although 
that is a policy and an administrative matter which Secretary Aandahl 
has been over several times in the previous testimony before the com- 
mittee. Of course, it has been repeatedly pointed out here that as 
to the main stem of the Missouri Basin, the eastern portion of the 
States of South Dakota, Nebraska and so on, the available supply 
from the Federal projects is never so great but what, I think con- 
cededly, the preference customers will use it all and would use more, 
too, if there were more available. Consequently, as to that area, I 
don’t see any problem, any actual problem, about the administration 
of the preference clause. 

Senator Krravuver. In the administration of the preference clause, 
Mr. Davis, do you interpret that as being a requirement that it should 
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be carried out in a contract directly with the Interior Department 
and with the cooperative or municipality, do you not? 

Mr. Davis. I think it should. 

Senator Kerauver. And you don’t think the requirement of the 
preference clause is met if a cooperative or the municipality has to 
deal with some private power company which is purchasing from the 
Government, do you? 

Mr. Davis. Well, Senator, I think you have a lot of problems in 
situations tbat arise, where it becomes very, very difficult, with the 
very meager guidance that you have in Federal statute—it is a very 
difficult thing to say what you ought to do. I think the primary 
obligation of the Department, I am sure it is, is to deliver this energy 
to these preference customers as expeditiously as possible. ‘The 
— ‘iation committees, as you probab ly know, in various riders to 
these bills, have prohibited transmission line construction, if we need 
contracts that soak 1 be made—they have done all kinds of things of 
that nature to prevent duplicating investments even though people 
receive power from someone besides the Government. 

Senator Krrauver. What I am getting at, Mr. Davis, is that you 
would not feel the preference requirement is met if the Interior 
Department sold all of its power at a hydroelectric facility to a 
private company and then required the cooperative and municipality 
to deal with the private company rather than the Government, would 
you? 

Mr. Davis. Well, Senator, are the municipalities in a position to 
take the energy, to get the energy? 

Senator Kerauver. I assume that they are. 

Mr. Davis. If they are in a position to receive the energy, then of 
course you have one answer to your question. If they are miles away 
and there are no intervening facilities whatever by which they can 
receive any energy, then, of course you get into the very practical 
question of what do you do about it. 

Senator Kerauver. Well, the point I am getting at is that a prefer- 
ence clause is, of course, a requirement for a direct preference by the 
Federal Government through the Interior Department to the munici- 
pality and cooperative, and it cannot be interpreted as having been 
satisfied if the Federal Government sells to a private power company 
which in turn will sell to a cooperative or municipality. Is that your 
interpretation? 

Mr. Davis. Well, of course in that case, Senator, you are not selling 
to the preference customer directly. On the other hand, if you have 
a situation where your preference customer has no facilities, if the 
Congress has provided the Interior Department with no money for 
transmission, and the preference customer is over here 50 miles away 
from the project, the problem becomes rather acute. If the Congress 
provides the Interior Department with money to build a transmission 
line to the customer, then of course the customer can contact, he can 
receive, he can buy, and presumably can pay for. If the customer 
has money to come to where the Federal power is, the same thing 
applies. But where you have a deadlocked situation—— 

Senator Kerauver. What I was getting at, of course, Mr. Davis, 
is that the Clark Hill Dam—— 

Mr. Davis. Yes; we are talking about the Georgia Power Company 
contract. I know who you are talking about. 
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Senator Kerauver. Have you given the Interior Department your 
legal interpretation as to the various proposals in connection with the 
(seoreia contract? 


Mr. Davis. No; I have not, Senator. 


Senator Kerauver. In connection with the Georgia contract there 


has been a rumor floating around, at le ast, that it has been proposed 
to sell tl pow to the Georgia Power Co. and then let the Georgia 
Pows Co. sell to oop. { s and municipalities, with somebody 
eXpI I opinion hat that met the preiterence requirement of 
Lie | OK 4 | \et 
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vould have to be done rather tha ll the power to a private company 
hich in turn would deliv: it to cooperatives i the requirement ot 
law Oo be met 
Mr. Davis. That is right. Senator If you had those things out of 
the w there isn’t any doubt about the validity of the preference 
clause or the Departme t’s intention to follow it 
Senator Kerauver. Do you not feel, Mr. Davis, that with a require 


ment for preference to cooperatives and mun Ipi lities that if you box 


them in with a long time contract to a private company so that the 
cooperatives expanded need cannot be met, that that is substantially 
nullifving the preference provision that Congréss has written into the 
oe 

Mr. Davis. I think it is a policy matter, Senator. I frankly don’t 
think it is a legal matter, no. 

Senator Kerauver. But if you make it impossible for expanded 
needs of the cooperatives to be met on a reasonable basis, then that 
does nullify the intent of Congress as expressed in the preference law, 


doc Ss it not? 
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Mr. Davis. I don’t think you should do that thing which you have 
mentioned. [am not too sure about the expression of Congress in 
these Federal statutes. For instance, in the Bonneville Act, the 
Bonneville Act says that the Administrator of Bonneville shall at all 
times—and of course the preference people like to put that in awfully 
black type—give preference and priority in the sale of energy to public 
bodies and cooperatives. That is by far the strongest language which 
there is in any of the acts. It is in the Bonneville Act, Senator, but 
it is not in the general reclamation laws, which have still just this very 
little meager thing which says preference. 

Senator Kerauver. I do not think that is very meager I think 
it is verv important It is the. basis of our interior policy insofar as 
cooperatives and municipalities 

Mr. Davis. It is meager in words, Senator, it isn’t meager as to 
poli Vv. 

senator K et UVEI Mr. Davis, do you not feel that impliedly, 
that at all times it must be the inte rpretation of all of these prefer nce 


provisions, because the word “preferenc to municipalities and 
cooperatives 1s a& continume obligation It is not an obligation that 
comes today and is something that is gone tomorrow. I would 
interpret that to mean that the Interior Department must so handle 


its hvdros lectric facility th ut this preference clause ean be CATT d out 


not today but next year insofar as a particular project is concerned. 
Wouldn’t you think that was right? 

Mr. Davis. I think that that is a very cood policy, and it is the 
policy, which, as | Say, Mr. Aandahl has announced and is trying tO 
follow, Senator. Strictly as a matter of law, if you are talking about 
law, I am not too sure that is ne essarily true 

Senator Kerauver. He would not be following that general 
philosophy which you and I think is correct 1f he made it impossible, 
from a particular project, for cooperatives and municipalities to get 
more power 2 years from now or 3 years from now when their needs 
had expanded, would he? 

Mr. Davis. Well, as a policy matter, as I have said, and the 
Secretary has repeatedly said, he expects to sell the balance of the 
Missouri Basin power, which is the primary thing we are talking about 
here, on such a basis that it will be available as the needs of these 
customers grow. 

Senator Kerauver. Do you not feel that the preference clause must 
mean that it is a continuing obligation from a particular facility to 
see that cooperatives and municipalities have preference; that is, it 
does not relate to the time of the original contract, but it is a con- 
tinuing obligation on the part of the Interior to see that they do have 
preference? Do you not think that is right? 

Mr. Davis. Senator, I don’t think any of us can indulge in more 
than the expression of personal opinion about a thing of that nature, 
because you simply haven’t anything to guide you, either in the law 
or otherwise. 

Senator Krrauver. Mr. Davis, do you not think that one reason 
why there is an absence of expression about what preference clauses 
mean is that it is very clear and definite as it is written in the statutes? 
There isn’t any ambiguity about it, is there? 

Mr. Davis. I don’t know that you would call it an ambiguity, but 
it is pretty meager, Senator, and as a lawyer I am sure you will agree 
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with me that when you have used very strong language in the Bonne- 
ville Act, when you have provided for the withdrawal clause in the 
Bonneville Act and have said that they shall at all times have prefer- 
ence and priority, maybe priority means more than preference, I don’t 
know, but shall at all times have preference and priority, and that 
any sales to private utilities must contain a provision that the power 
will be withdrawn for the use of the preference customer, and then 
when the Congress has not reaffirmed that language but in turn has 
used lesser words, speaking strictly as a lawyer, the presumption, of 
course, arises that the first is not intended to carry through with the 
second , 

That is strictly legal, of course. 

Senator Krrauver. Mr. Davis, do you not think, though, that if 
for so many years the preference provision has been the policy of the 
Government, that the legislature may well have felt that since it was 
such a firmly established policy it wasn’t necessary to spell it out in 
such detail in the future acts? In other words, if any basic act, or in 


an act where the policy was spelled out in the beginning and the 
Government has been following that policy, vear after year, that 
Congress very frequently refers to it briefly without spelling it out 
again each time. Is that not also a rule of legal interpretation? 

Mir. Davis. That is a rule. However, Senator, there are collo- 
quies on the floor, if you want to get to that far in the interpretation 
of the thing, which leads you in every direction in the world on the 
mean of that clause It has been interpreted on the floor and 

isputed by committee chairmen There is one place in the 
record in which a gentleman even undertook to say that the prefer- 
e! nly applied if the price was equal, and that he understood as 


long as somebody bid a higher price there wasn’t any preference then 
and that the Secretary should take the higher price. You have 
every gradation of argument, from that clear over to the one that 
preference me: exclusive. 

Senator Kerrauver. Well, Mr. Davis, I have not read all the 
colloquies as you have, but I have read some of them. I had always 
understood that since the meaning of preference was set out so 
thoroughly in these first acts, since that practice had been followed 
so generally by the Government until right recently when there has 
been some effort to get away from it, that everybody understood 
that the basic guidance of the Federal Government would be con- 
tinued as it had been in the past, and that it wasn’t necessary to 
spell out in detail in each act just what was meant. Do you not 
think most of the colloquy is to that effect? 

Mr. Davis. It is very, very meager in any event, Senator; very, 
very meager. I wouldn’t say it was particularly to that effect. It 
was simply passed, that is all. The committee reports are almost 
totally silent on any attempt to elaborate what was meant, even in 
the first instance. There has been a tremendous amoung of research 
done trying to find out how the words municipal preference and 
municipal purpose got into the 1906 act. 

In fact, there is no reference anywhere how the term originated. 
It is purely a speculative matter and there is nothing in the record 
on it at all. 

Senator Kerauver. Mr. Davis, I think the preference clause would 
be violated in this Missouri contract if it made it so difficult for the 
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cooperatives to get additional power over the years that they could 
not reasonably do it. Do you not think it would be violated in that 
case? That is, if the reserve power was so tied up with contracts 
with private companies that it would be very difficult for the co- 
operatives to get power to meet their increasing demands. Do you not 
think that would be a violation of the spirit of the preference clause? 

Mr. Davis. Senator, I doubt very much if it is a violation of law. 
It is undoubtedly, as you stated, a violation of the spirit of the pref- 
erence clause as you interpret it. And undoubtedly, furthermore, of 
course the Tennessee Valley Act has the preference spelled out in 
great detail, as you know. But when we get into this general reclama- 
tion law, I am not at all sure that that is so. 

Senator Kerauver. All right. I believe that is all, Mr. Chairman. 

Mr. Smiruey. Mr. Chairman, along the same line I have a question. 

Mr. Davis, am I correct in interpreting your remarks to indicate 
that as a lawyer you are not entirely clear as to what the responsi- 
bilities and authority of your department are under the congressional 
enactments relating to the preference clause? Is that a fair statement 
of what you have said? 

Mr. Davis. Well, I will not concede that I am not just as clear as 
any other lawyer could be, but I am trying to be fair enough about it 
to say that at present they are not clearcut. That is what I am trying 
to say. : 

Mr. Smiruey. I don’t mean to make any reference to your personal 
opinion. What I am trying to get to is that so far als law is concerned, 
is it clear exactly what the preference clause means? 

Mr. Davis. Frankly, 1 don’t think it is, Mr. Smithey; no. 

Mr. Smiruey. All right. Having agreed with that, recalling that 
we agreed earlier in the hearings that this was Federal property, that 
the Constitution provides that Congress shall have the authority to 
dispose of Federal property, and that the authority of the Department 
is administrative, if you did not think your responsibilities and author- 
ity were clear why was it that the Department did not come to the 
Congress and seek clarification of its authority before issuing a polic; y 
which was inconsistent with, or at least altered, the previous policy? 

Mr. Davis. I think, like any administrative act, Mr. Smithey, 
especially where you have one that is not too clear, the customary 
practice has been to administer it administratively as best you can. 
If you are asking me whether I think the Congress should clarify 
some of this language, I will answer you “‘yes.’ 

Mr. Smiruey. I am asking you beyond that, of course. This is 
not in the realm of the ordinary administrative interpretation as 
you see it. We are dealing here with Federal property and the dis- 
posal of that Federal property. If your instructions were not clear 
as you saw them as a lawyer, my question is why did you alter the 
policy, the previous policy, then, without coming to Congress and 
asking for a definition, a definition clear and concise of your authority 
under the acts? 

Mr. Davis. Because I haven’t any doubt at all of the authority 
to do exactly what this power marketing criteria says. 

Mr. SmrrHey. Then you think the preference clause is clear? 

Mr. Davis. No, that isn’t saying the preference clause is clear. 
There may be a lot of ambiguity. But as to this marketing policy, I 
am not at all disturbed about the legality of this marketing policy. 
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It was amplified by the Secretary here, after 4 days of testimony. I 
am doubly sure there isn’t anything about the marketing policy or 
any contracts which he expects to enter into which are going to 
violate any laws of Congress 

Mr. Smirury. We will move into that in just 1 moment, because 
I want to get into that power policy and the amendment of it in 
reference to the preference clause But could you tell me now, sir, 
whether you intend to ask Congress for any further definition of the 
preference claus 

Mr. Davis. No; I can’t tell you 

Mr. Smirney. I want to divert your attention for just a moment, 
and we will return to this matter of the preference clause, as I want 
to return to your statement because I am afraid once we get on the 
marketing criteria itself we will lose sight of your previous statement. 

I did not have a copy of your statement at the time you read it, 
and consequently I may have misunderstood or may have misin- 
terpreted some of the things which you said. But I gathered that 
when you came to the area of steam power, you had some question in 
your mind as to whether the Department of the Interior had the 
authority to buy or otherwise secure power to firm up hydro to even 
an average vear basis Is that true? 

Mr. Davis. There is no affirmative authorization of it, Mr. Smithey 

Mr. Smirney. Do you have any doubt of the legality of the action 
now being taken by the Department to buy steam power sufficient 
to firm up that hydro power to an average water vear? 

\M[r. Davis. Again, we are following administrative precedent that 
has gone on a long time, and in that connection you do have a good 
many things to guide you, because you have had constant references 
to it before the committee, and I think everybody understands that 
the Department has, from time to time, exchanged energy and secured 
steam power by various means to firm itself up. Now, again, without 
going back into the books, and Mr. MePhail would probably be a 
better lawyer on this than I am, there was a period of time there 
when I think you were authorized to pay for the purchased power out 
of the reclamation fund from time to time; were you not? 

Mr. McPuaiu. On certain projects we have authorization to do that. 

Mr. Davis. So that pattern, Mr. Smithey, has been reasonably well 
settled, I think. 

Mr. Smirney. You are relying upon precedent, then, and congres- 
sional acquiescence, is that right, in the purchase of steam power? 

Mr. Davis. That is right. 

Mr. SmirHey. You are not willing to do that, as I understand you, 
as far as the preference clause is concerned? 

Mr. Davis. I am willing to rely upon silence. That is about what 
we have. 

Mr. Smirney. It certainly wasn’t silence in the Bonneville Act, 
though; was it? 

Mr. Davis. No; it wasn’t. 

Mr. Smiruey. In order that the record may be entirely clear, then, 
you do question the legal authority of the Department to buy or other- 
wise secure steam power to firm up hydro to an average year basis? 

Mr. Davis. No; I don’t want to say that I question that. I want 
to say that because of interpretations which have been repeatedly 
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confirmed here by the various committees from time to time, that I 
think the Secretary is authorized to do that sort of thing, has the power 
to do that sort of thing. 

Mr. Smituey. Now reverting back to the pre ‘ference clause for a 
moment, I would like to get your concept as a lawyer of just what 
the preference clause means; that is—and | will elaborate a little 
is it a stationary preference, that is, a preference as of a given time; 
is it a continuing preference with perhaps a date, a termination date, 
or is it a preference in perpetuity? All three of those phrases, I 
think, have been used at given times in the hearings. I would like 
your interpretation as a lawyer, sir, as to what the preference clause 
amounts to. 

Mr. Davis. The first one is easy. I think we all agree that at the 
time power is generated and becomes marketable, other conditions 
being equal the preference shall be given to the public agencies and 
cooperatives to buy. Of course, the way the situation has developed 
over the years we do not get into the price situation which was worry- 
ing them a little in the Attorney General’s opinion back there 30 
years ago, because, of course, now the projects are set up with a 
certain amount to be liquidated, the schedule of rates is predicted 
which is presumed to liquidate, and consequently the power is all 
offered on that schedule rate. So we have gotten away from the 
price competition, that phase of what might have caused a great dea 
of trouble under the preference clause if we had had competitive 
bidding for this power. We are away from that. So the rates being 
always identical, I assume in the first instance at the time the power 
is offered for market, that we all agree the preference clause should 
be fully carried out. 

Mr. Smiruey. So that when we have 210,000 kilowatts available 
for sale, that sale then should be conducted with the idea in mind that 
the co-ops and the other public bodies, municipalities, have first call 
on that power. Is that correct? 

Mr. Davis. That is right. 

Mr. Smitruey. Now, how about the preference clause as a continuing 
thing with perhaps a termination date? What is your feeling on that? 

Mr. Davis. My feeling on it, although I haven’t very much to 
guide me, my feeling is that since there is a preference expressed here 
for public bodies and cooperatives, so far as it is feasible within the 
confines of sound business management and these other criteria, you 
should honor the preference clause. But I think, Mr. Smithey, that 
in all these situations you cannot generalize. I think that each of 
them has to have its specific consideration. These industrial con- 
tracts which have been made in some cases, and as I have said I am 
not at all critical of them, if you had, for instance 200,000 kilowatts 
available and your preference people were only going to use a hundred 
thousand, here is a major industry which in turn might contribute 
a great deal to the community and all that sort of thing, or maybe 
under the war powers, but there isn’t any doubt about it, “under these 
various powers, I can conceive of situations where you might appropri- 
ately sell that power on a firm basis to an industrial customer or 
somebody else. 
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The CHatrrMan. Mr. Aandahl says he wants to be excused at 12 
o'clock. Did some of you want to ask Mr. Aandahl some questions, 
or you, Mr. Smithey? 

Senator Dirksen. I have a question or two I want to ask. 

One relates to a question asked by Senator Kefauver as to the 
fiscal status of these various projects that are under the jurisdiction 
of the Department of the Interior. Has a report ever been supplied 
to Congress or to a committee of Congress, roughly, when the project 
was completed and energy became available, the capital cost, the 
amount of the interest paid or moneys in lieu of interest, accretions 
to capital cost by way of amortization payments, the revenues 
derived in the aggregate from water users and from energy users, so 
me in just a brief compass we had a picture of exactly what the 
fiscal status of these project are? 

Mr. AANDAHL. I will ask Mr. McPhail to answer that. 

Mr. McPuait. We have presented reports, Senator, that cover all 
of the points which you mentioned with the exception of one. That 
is the amount of money which has come from the water users. We 
have customarily prepared, each year, a financial pay-out study for 
each power project. which covers the repayment of those amounts 
of money which are to be paid from power, which include the parte 
that cannot be paid by the water users. 

Senator Dirksen. Do you keep that list up to date? Do yow 
keep them current? 

Mr. McPuam. Yes, sir. We prepared them every year. 

Senator Dirksen. It wouldn’t require a great deal of administra- 
tive work, then, in order to bring it up to date and insert it in the 
record of the hearings here? 

Mr. McPuart. We are now in the process of preparing those for 
the fiscal year ending June 30, 1953. 

Senator Dirksen. I think, Mr. Chairman, it would be rather an 
illuminating report if we had it in brief compass, in the nature of a 
table, showing these various projects. I would like to have it in- 
serted in the record. 

The CHarRMAN. We will insert it in the record. 

Mr. McPuait. I want to make clear I am only talking about the 
Bureau of Reclamation. 

Senator Dirksen. What about the other projects? 

Mr. AanpauL. I assume there are corresponding reports from 
them, but I am not just aware of them. 

Senator Dirksen. I wouldn’t want to burden you {with a lot of 
labor and detail, but I do believe it would be worthwhile to take a 
look at them and see what the status of the various projects is. If 
you are charged with their operation on a businesslike basis, I think, 
the average taxpayer in the country would like to take a little look 
at it wr [ would like to look at it myself. 

Mr. Aanpauu. There are reports of that kind and I have looked at 
them, but I haven’t analyzed them too fully in detail. I am not sure 
that they have all of the information you requested. 

Senator Kircore. I wish to ask Mr. McPuai another question. 
In such a report, would not you also include moneys derived from the 
water sales? 

Senator Dirksen. I mentioned the water. 
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Senator Kircore. I know you did, but he said the reports they 
made did not include that. I wonder if the 1953 report would include 
that. 

Mr. McPuatt. No, it would not as we are now preparing it. These 
studies have been prepared primarily to test the sufficiency of the 
amounts we have been using for the sale of power. 

Senator Dirksen. However, in figuring on these charges of power, 
I believe under my interpretation of those acts you would be r equired 
also to figure the charges for power commensurate or in other words 
divide the cost between water and power. Is that not right? 

Mr. McPuait. Yes. We have done that. We have estimated 
how much would be returned from water revenues and then had 
the balance from the power payments. 

Senator Dirksen. I have one other question. That is with 
respect to the projects under your direction or supervision that 
would be built by Army engineers. I am thinking, for instance, of 
Southwest power, and particularly of Mr. Davis’ observation that 
200 million is the rate base down there but 400 million is the cost 
that Army engineers allocated to development of energy. That 
whole question of cost allocation and formulas has been one of the 
trickiest things that I have ever encountered. I want to say to my 
distinguished friend here from Tennessee that of all the fusses I ever 
had with Tennessee Valley Authority over a period of time the greatest 
was the fact that you sumply could not get that cost allocation to 
navigation and flood control and to the development of power. 

| didn’t think that the earlier boards were very fair with us, they 
took years to get it, and I had to scold. If those formulas are avail- 
able, I would like to see them 

Senator KEFAUVER. I think they are all right now. 

Senator Dirksen. I wouldn’t know, as a matter of fact, whether 
they are all right now But the arithmetic has to speak for itself. 
If you allocated and actually spend $400 million of the total cost of a 
proje ct on electrical energy, then that is your rate base, and if you just 
use $200 million you are simply not disclosing the whole story to the 
people. So if you have those allocation formulas on those projects, I 
should like to see those inserted in the record along with a very brief 
statement showing what you actually use for a rate base other than 
the exact capital cost of public money. Then of course when you get 
that, you get down to tax. Every commerce commission that I know 
anything about either has to use original costs or reproductive value 
for the purpose of rate making, and the »y make these utilities come in 
and say, “All right, you lay all the arithmetic on the line.” 

There is no other way to ascertain that fact that I know anything 
about. So it occurs to me that that is simply good sense and good 
theory on the part of the Federal Government. If that is available, 
with respect to these projects under your supervision, Mr. McPhail, 
I would like to see a little statement showing what the capital cost 
was allocated to power, and what you are using as a rate base, what 
amount. 

The CHairMaANn. That will be furnished, them, and put into the 
record; is that right? 
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Mr. Tupor. Iam Mr. Tudor, Senator. I think perhaps one of the 
best documents on that subject that I have seen recently is a document 
prepared by the Committee on Public Works of the House, in the 
82d Congress. We can get a copy of that for you and I can send it 
over, if I may. 

Senator Dirksen. I do not want that thick one, because I have 
other work to do. 

Mr. Tupor. It is a little one and will summarize that Southwest 
power situation. I might add further that there have been several 
discussions of this cost allocation which I quite agree with you Is a 
very difficult one. The Bureau of the Budget has a discussion of it, 
the Army enginaees, the Federal aCe Basin Committee and 
then the Congress had discussed it, and in recent months the Depart- 
ment of the stapled which has ae been the agency which has 
not agreed with the others, we have sat down with these agencies and 
we now generally agree on the methods to apply in cost allocations. 

Senator Dirksen. I wish to ask Mr. Aandahl one question before 
he leaves, Mr. Chairman. 

Is if row aoaren that you in the Department of the Interior are 
making every reasonable effort within the compass of facts that sur- 
rounds every p roject, of complying with the so-called preference clause 
that may govern in every individual case? 

Mr. Aanpanu. That is correct. And I very definitely feel that the 
preference clause does not necessarily mean preference in perpetuity. 
I take a middle of the road position and I would be glad to amplify 
that, at the proper time. 

Senator Dirksen. | have one question of Mr. Davis. As a matter 
of common sense, can you actually apply a rule of reason or a rule of 
thumb to this thing, unless there is language so specific as in the case 
of the Bonneville project where the law definitely says that the con- 
tract shall be abrogated at the end of 5 years if there is a need for 
that power to public bodies. But other than that, isn’t it a case where 
you simply have to use the rule of reason? 

There are the problems of how much you have available, how far 
you have to wheel it, who is available to buy it at a given time, and 
how you then discharge, to the best of your ability and by every rule 
of prudence and common sense, what you shall do in order to meet 
your responsibility to a larger authority, and that is not the preference 
users in the country. 

The larger authority are the taxpayers of the United States, because 
they have an interest in this, too. 

The CHarrMAN. Before Mr. Aandahl leaves, he has to leave at 
12 o’clock, Mr. Wise, do you wish to ask Mr. Aandahl any questions? 

Senator Kerauver. Is Mr. Aandahl coming back this afternoon? 

The CHarrMan. I understood be has a meeting with the Appro- 
priations Committee. 

Mr. Aanpauu. I have other commitments which will occupy me 
for the remainder of the afternoon, but I will be available tomorrow 
morning or any time after that 

Senator Krerauver. I did want to ask Mr. Aandahl some questions 
some time or another, Monday or whenever it is convenient. 

The Cuarrman. How about tomorrow morning? 

Senator Kmrauver. [ think we have some other meetings. 
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Mr. Smirney. We have a meeting of another subcommittee; yes. 

The CuarrmMan. Suppose we set it for Tuesday morning. 

Mr. Smrrney. We have two hearings set for that date, one on 
Senator Williams’ bill, and also a meeting of the Civil Rights Sub- 
committee, or a hearing, rather 

Senator Dirksen. That is right We have a subcommittee meeting 
of this committee at 10 o’clock on Tuesday 

Senator Kerauver. Perhaps we can get permission to meet Monday 
afternoon. I do not think anything of any importance is going to be 
up Monday 

The CuHatrmMan. Unless somebody comes up here. For example, 
[ wouldn’t want the Senator from Oregon to object to the afternoon. 

Senator Dirksen. I would suggest that if they bring the Bricker 
amendment to the floor, there will doubtless be an objection. I 
would feel constrained to object myself. They might put it in the 
mill tomorrow, for all I know 

The CuarrmMan. How about Wednesday morning? 

Mr. AANDAHL. That will suit me 

Senator Dirksen. Wednesday morning we have a meeting of the 
Civil Rights Subcommittee 

Mr. Aannauu. And I have some Appropriation Committee hearings 
coming up. I don’t know the exact date of them, but I know they 
are scattered along there. I will have to check on them 

The CuatrmMan. Well, we can meet today, even if Mr. Aandahl is 
absent He can come back late We can figure out some time. 
Mi W iss did you want to aSk any qa lestions? 

M[r. Wise. Yes: but they will take some time in view of Mr. Davis’ 
testimony 

The Cuarrman. All right. We will arrange a date 

Senator Kerauver. Then Mr. Davis and Mr. Tudor will be back 
this afternoon, or are we going to continue on this afternoon? 

The Cuarrmman. I think we can go ahead. I would like to have Mr 
Aandahl here 

Senator Kerauver. He will not be here, but I think with the others 
we can go on 

Mr. Smiruny. They have a commitment at 2 o’clock before the 
Appropriations Committe as I understand it 

The CHarrmMan. Did vou have a statement, Mr. Aandahl? 





Mr. AANDAHL. I was just going to sav that here is a verv brief 
tatement that | made before thi Ho se committee and it couches 
ipon the q stion that | han ust answe red W ith respect to preference 

’ } { 41 . . 7 
and perpetuity | would like to make it a part of the record at this 
Dol! 

The CHarrMan. Certainly 

The statement referred to follows 

PREFER! Cy E Ex 

A eference cl] for t e of Federal power is written into several different 
statute Most of them ar ( the same A few have specific differences 
It i rrect to s the same in all of them 

I B evil 1e only Federal statute that makes the 
W LW ‘ “e Apparently special circumstances 
n t urea or the ! oO that time directed such provision 
Congress. both before and after the enactment of the Bonneville Project Act of 
1937, enacted other statutes providing for perference without including the 
wit lrawal clause equirement 
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The withdrawal requirement establishes more than preference. It sets up a 
sizable element of exclusive right. To not recognize that there are some cir- 
cumstances under which power in excess of the needs of preference customers can 
be sold to nonpreference customers without the withdrawal provision is to say 
to the people of local communities that they must change the retail svstem that is 
acceptable to them, or that has been set up by them, and establish themselves as 
preference customers if they want to share permanently in any way in the benefits 
of the Federal power that is generated in their area. Exclusive right in perpetuity 
to the extent of all future needs surely is not the meaning of the preference law as 
generally used. The several long term contracts made by the Department in 
the past without the withdrawal provision is evidence of the above interpretation 

When a marketing pattern for Federal power has been established in a local 
community in such a way that it provides for the widespread distribution of the 
Federal power among the rural and domestic consumers of the area after having 
given preference to public bodies and cooperatives in establishing it, it should have 
permanency by long time contracts. It should be added that the sale of power 
on a short term interim basis to a nonpreference customer, especially to a customer 
where it constitutes only a small percentage of his total needs, does not constitute 
the establishment of a local marketing pattern. 

The Missouri Basin power marketing criteria does not create a new type of 
preference customer that is not provided for under the law, as was indicated in 
the hearing yesterday, but it does recognize circumstances under which non- 
preference customers should be given permanency and dependability in their 
purchase of power from the Federal Government I feel that this eriteria is the 
best administrative interpretation of the exact meaning and purpose of the prefer- 
ence clause as phrased in reclamation law and the Flood Control Act of 1944 that 
has thus far been suggested. Furthermore, it is put into writing so that it can 
a matter of open discussion and understanding 


FRED G. AANDAHL, Assistant Secreta 

JAN ry 5. 1954 

Mir. Smirnry. Now if we may return to Mr. Davis, and along this 
line of preference perpetuity, | would like to ask Mr. Davis his opinion 
as a lawyer as to whether the preference clause means preference in 
perpetuity. That was the third one I mentioned to you. 

Mr. Davis. Let’s define what we are talking about. Are we talk- 
ing about the general preference clause as it appears in the Reclama- 
tion Act? 

Mr. Smiruey. Let’s talk about the preference clause as it appears 
in the Flood Control Act of 1944 

Mr. Davis. Well, in that I see no grounds on which you interpret 


that preference to be, as you say, in perpetuity I don’t know just 
what you mean by that 

Mr. Smiruey. Let me define it this way, in order to clarify the 
situation: That is a preference without a termination date We havi 
had three definitions here of preference. One is that it is a stationary 
pre ference, one Is that itis a preferen e with a termination date, and 
now a prelerence without termination date. This third, the prefer- 


ence in perpetulty means preterence without a termination date. 


Mr. Davis. I still don’t quite understand exactly what you are 


saving When power 1s offered for market, let’s assume that some 
of it is sold to somebody on a fixed contract for 10 years, we will say, 
not a prefer nee customer At the end of 10 vears that contract ex- 


pire My notion would be that therefore at the end of that 10 years 


the Secretary has power available again, and again | would suppose 
it would go to preference customers under the act. During that 
interval, | wouldn’t agree that that contract could be terminated 
and that power pulled out from under the customer, except only as 
you get into language like you have in the Tennessee Act and the 


Bonneville Act. 
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Mr. Smrruey. Can we come to some conclusion, then, on the mean- 
ing of preference? 

Senator Dirksen. Can we button that up at that point? Would 
vou have any legal or constitutional authority to abrogate a contract 
except in specific terms in that it provided a cancellation clause? 

Mr. Davis. Of course you wouldn’t 

Senator Dirksen. You would have to let it run for that period? 

Mr. Davis. We would have to let it run. 

Senator DirkKsEN. Quite aside from the preference clause, if the 
contract were made, obviously it would have to run 





Mr. Davis. But the argument, Senator Dirksen, and I don’t think 
vou have heard all of it, is that there should be inserted in that con- 
ract as a matter of policy the right to pull it back anytime you wanted 

enator Dirksen. Do you mean in a renewal of the contract? I 
thought vou were talking about an existing contract. 


Mr. Smiraery. Existing contracts. Some of which have what is 
known as a withdrawal clause or a withdrawal option, in which 
power is available to the public bodies and Co-Ops at any time they 
needed it, subject of course to a sufficient notice. Normally, I think 
the Secretary has testified that is 24 to 36 months. The difference 
now is that the contracts will be entered into without that withdrawal 
option or withdrawal claus: It goes to this interpretation of the 
preterence 

Now, if the preference is a continuing one, it is then incumbent it 
seems, to place in these contracts a withdrawal clause so that the co-ops 
and the municipalities, the public bodies to whom preference is given, 
can obtain that power whenever needed for their future load growth. 
If on the other hand preference means something else, that is, prefer- 
ence at the time of sale or preference whenever the power is available 


for sale, then it would be permissible to not have a withdrawal clause 
in there and to permit the co-ops to secure this power only when the 
contract has run its term. Is that correct? 


Mr. Davis. Yes. 

Mr. Smiruey. It is on that basis that I am proceeding to interrogate 
Mr. Davis now 

Senator Dirksen. Of course there is a question of fact here that 


comes into my mind. Power can be available at a given time, the 
purchaser has something to say about whether or not he will go for a 
contract that has a withdrawal clause in it. Because you have 


reserve power, do you hold it, do you waste it, do you bold it in a 
reserve for a period of that long? Suppose a purchaser says, “] 
can’t do business with you on that basis.””’ That is where the public 
interest comes in? 

Mr. Davis. As I said to Mr. Smithey a moment ago, and I want to 
repeat, I don’t think it is possible to generalize about this middle 
ground we are talking about. I think you have to administer it with 
a little bit of commonsense. The Secretary has testified at least 10 
times that he expected to make short-time contracts for 2 or 3 or 5 
years, and within that period probably not over 5, that would termi- 
nate at approximately the time when it was estimated the preference 
load would have grown until they would need it. Beyond that, I 
don’t think we can go. I think it is perfectly legal, I think it is 
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perfectly proper, and I think it is a perfect recognition of the 
preference clause. 

Mr. SmirHey. Now let us move into the amended criteria. On 
December 11 the criteria was expanded or restated as I think the 
Assistant Secretary said, and that restatement applied to section 7. 
Section 7 reads 





The available power will be disposed of in the following priority of consideration: 
(a present power commitme! ts f requests of customers V hich can be served 
from present facilities; and (c) requests for power requiring new f¢ 3 or ar- 
rangements. 

. : ae ; 

Now, recalling that you testiied & moment ago that certainly as of 

given date there was a preference in the public bodies and municipali- 
ties and that they had first call for that power, does (a) of section 7 of 


the criteria as it has been amended conform to that opinion of yours? 

The present power commitments include both preference and non- 
preference customers; do they not: 

Mr. Davis. I assume they do 

Mr. SmirnHey. However, the criteria says that present power com- 
mitments have priority in the sale of power. Is that correct? 

Davis. That is the language anvhow, ves 

Mr. SmirHty. Now, supposing we have the B power company, a 
private utilitv, who has an existing contract with the Bureau, and we 
have the C company, a municipality or a co-op who has no existing 
contract with the Bureau, but desires to make a contract. 

Now, when the 210,000 kilowatts become available—they are avail- 
able for sale now, I take it—does not this criteria mean that B, the 
private utility company, V will have pre ference over C, the public body 
and co-op? 

Mr. Davis. I don’t think so. 

Mr. Smirney. What does it mean? 

Mr. Davis. 1 think it is designed simply for an orderly administra- 
tion. As a practical matter I know of no situations that are in pros- 
pect of arising that get into the category that you are talking about. 
Of course, that brings me to another thing 

Senator Kerauver. Mr. Davis, if no situation is going to come up, 
why is that clause there? 

Mr. Davis. Because, Senator, for the first time it was povemeses, 
by Secretary Aandahl, to put down in some kind of words, in some 
kind of tangible form, the power marketing policy of the Sehniay 


Department, a thing which has not been done heretofore. My frank 
opinion is that there is vastly too much significance attached to it in 
any event. After all, it is nothing but a declaration of the Secretary’s 
intentions. Good or bad he can change it tomorrow. His successor 


can certainly change it, and it is nothing in the world but a secretarial 
declaration of “this is the way I propose to market power.” 

The CHarrMAN. That is the very thing, Mr. Davis, which has dis- 
turbed these REA cooperatives all over the United States. We cer- 
tainly want to have that spelled out so we know exactly what it 
means. I think you are quite right, Mr. Smithey, in going into that 
very carefully. 

Senator Kerauver. If I may interrupt, Mr. Davis said he knew of 
no situation where this might come up. If there is no situation where 
it is going to come up, | wonder why that is put in there as the No. 
consideration. That is all right, Proceed, Mr. Smithey. 
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Mr. Smiruey. I want to go along and emphasize (b) under that 
same section now. Remembering that present power commitments 
have priority, next in line of priority are requests of customers which 
can be served from present facilities and arrangements. 

Now, if I read the amended criteria correctly, (b) which appears 
subsequently, is in explanation of that subsection (b); is that true? 

Mr. Davis. Mr. Smithey, you are taking me into Secretary 
Aandahl’s statement of power policy which I did not draft, so I will 
have to stop and read it 

Mr. Smnusy. Let me say this is a matter of legal interpretation, 
I think, regardless of whether it is a statement of policy or not. The 
alinement of the section, I think, has great weight with respect to 
the preference that will be accorded 

Senator Dirksen. Mr. Chairman, it just occurs to me that since 
this statement is in the field of policy rather than legal interpretations, 
obviously more satisfactory response could be gotten on this line of 
inquiry from Mr. Aands thl, and probably he ought to be here. 

The CHarrMan. No doubt at all. There are legal interpretations, 
as I understand it 

Mr. Smirnpy. My question related to the arrangement of the cri- 
teria. I might say at that point, Senator, that this criteria will, at 
least I expect it will, go to all the available field offices. Is that not 
the case, Mr. Tudor? 

Mr. Davis. I] am quite sure it has already gone 

Mr. Smirney. Then the question of interpretation will likely arise 
in those field offices, because those field offices will deal with power and 
the contracts, will they not? 

Mr. Davis. That is right. The question you have asked, I believe, 
relative to what A applies to is a question of fact rather than law, 
that Secretary Aandahl has the answer to 

Senator Kerauver. Mr. Chairman, | think it might be well for 
Mr. Smithey to pursue this matter a little further because there is a 
question, | eo. as to whether the preference clause as a matter 
of law is violated by the administrative ruling 

Mr. Smrrney. There is no question but what that is what we are 
iltimately getting at, Senator 

Senator KeErAUVER. Is that what we are getting at? 

Mr. Smrruey. That is right 

let me ask you questions along this line, Mr. Davis, so that we will 
not get into questions of policy in the absence of the man most re- 
sponsible for the policy. Was this amended criteria submitted to 
your office prior to its issuance for legal interpretation? 

Mr. Davis. Well, the criteria as typed was not, Mr. Smithey. It 
was actually dictated by Secretary Aandahl at the close of the hear- 
ings, the 4 days of hearings, that were previously held, and was 
pean | to express his marketing policy of the examination which he 
had been given here 

Mr. Smirney. The document was not in being, then, prior to the 
l1ith of December? 

Mr. Davis. I don’t know what day, but eee: 

Mr. Smiruey. The last hearing was on December 10. It was not 
in being, then, on December 10, was it? 

Mr. Davis. I have no idea. He may have been working on it, 
but it had not been promulgated or released. 1 don’t know, frankly. 


id 
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Mr. Smiruey. Was it ever submitted to you as the top lawyer in 
the Department of the Interior for legal interpretation? 

Mr. Davis. It was not submitted to me for formal opinion. No 
formal opinion was issued on it 

Mr. Smiruey. Was it submitted to you for an informal opinion? 

Mr. Davis. It was discussed. As far as the exact language goes, 
I did not pass upon the exact language of it 

Mr. Smtruey. Were you given an opportunity to examine the 
amended criteria to determine whether it complied with the legal 
requirements of the preference clauses in the various acts? 

Mr. Davis. It had been very repeatedly and repeatedly discussed 
here before the committee and in conferences in the Interior Depart- 
ment, Mr. Smithey. 

Mir. Smirney. [ was asking with respect to your opportunity to 
examine it for its conformance to the legal requirements. 

Mr. Davis. I think it does conform, as the Secretary has explained 
it, and he did explain it very elaborately to the House committee. 

Mr. Smirney. My question was, Were you given an opportunity 
to voice your opinion on it for its legality prior to its issuance? 

Mr. Davis. Well, 1 did not do so, anyhow. 

\MIr. SmirHey. You did not do so at any rate? 

Mr. Davis. That is right. 

\Mir. Smrrney. If we may go to (b), and just assume without decid- 
ing, since the man most responsible for the policy is not here, for the 
moment that subsection (b) under 7 relates back to the enumerated 

b) above, that subsection says, and I will quote 


Remaining available power will be allocated to fulfill the requests of first (i) 
prefé rence-t\ pe customers and next 1) non preference type customers for power 
for use in areas covered by and which can be supplied from Bureau of Reclamation 
transmission lines, existing or under construction, or by existing wheeling arrange- 
ments 


Now, as a lawyer, does that mean to you, having in mind the 
priority above, that new preference-type customers will be per- 
mitted to secure power only after present commitments have been 
fully honored? That is, after those, including private utilities, have 
been given an opportunity to bid for power have been taken care of? 

Mr. Davis. I don’t think it is intended to do so, no. 

Mr. Smirugey. What do you think is the intention? There | 
think I may be asking a policy question, and if I am, I want to give 
you full opportunity to refer it to Mr. Tudor or to save it for Mr. 
Aandahl. 

Mr. Davis. I think it should be saved for Mr. Aandahl. How- 
ever, to my mind, what he is saying is that we will honor the prefer- 
ence-type customers and next the non-preference-type customers in 
those areas that are already under construction, and so forth. But 
I would go on down to the next modifying clause which says 


Power available but not needed until a later date by preference customers 


will be reserved for them as a class by selling it under short-time interest rule 


contracts under which it can be recaptured for the preference customers at the 
termination of the contract 

That, as you will notice from the marked copy which you have, is 
the new material which Mr. Aandahl inserted in this criteria. I 
think he puts it in there just to make certain that that policy which 
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he had enunciated previously appeared clearly in the published 


criteria 


Senator Kerauver. Mr. Davis, doesn’t that (i) down there, 
though, refer to the (a) above, that which comes after “remaining 
available power’? Isn’t what (i) down there is talking about only 
what is left after the present commitments have been taken care of? 

1) Yes But in the (b) the pref nee type customers are 
nator Kerauver. But only after the present commitments have 
, care of 
[r. Dav Of cours ( { t away fi resent vit 
men You have com I t I ha f rac] Vs 
™~ | 

‘5 t Dn I do no rea ) Oo 

tal ot oul 

Mr. Daw 1 don’t, either 

S t Dirt | ( terrib hing the Government 
ry t yf ot y } ) 

. tor KEFAUV 5 yw u fepends 

) ) mitt if it w mnt t 

I 1 h) ry rot 

Sena 1) rt t hat nvisioned | particu- 
larly 

MM Sv | Chat Is Ul i! n lu ( 1 I 
| it envisioned 

Senator Dirksen. We have been talking here about firm commit- 

‘nts over a period of ti 

Mr. Smirney. And if it is envisioned, is it legal under the require- 
ments of the pref rence clau ? Chat is the qu ion 

Senator Dirksen. Mr. Smit! I vet no him] from this 
memoral dum of Mr Aandah! rresent power ommitments are 
commitments that have been firmly made on the basis of loads and 
needs and what the circumstances are In a given area hose, of 
course, we have to honor Th n you drop down to (1 [rn identally, 
In connection with those commitments it savs also com! iit nents 
on which the communities have come to depend. I don’t think the 
Government could reach in and say “ Well are s \ Of course 


you need this power, and we have kept you going for quite some 
time, bui we are going to have to come in and take it away from you.” 
If they depend upon it, that would look like capricious action on 
the part of the Government Now, after taking care of firm com- 
mitments, then he drops to available power which will be allocated 
first to preference type customers and then nonpreference type cus- 
tomers. As Mr. Davis points out, I think the crux of this is that 
power available but not needed until a later date by preference cus- 
tomers will be reserved to them as a class by selling it under short- 
term interest rule contracts. That would look to me like a rather 
reasonable approach so that you do not get that tied up if a prefer- 
ence customer in a period of a year or 2 or 3 are going to have to 
use 16. 

The CyarrMan. How is that interpreted by the REA? 

Mr. Wise. May I make this comment, because I am afraid the 
Senators who were not here for the previous sessions are being misled 
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Senator Dirksen, what you have said would be right were it not for 
the fact that all the existing contracts, even though they have with- 
drawal provisions in ‘them now, with respect to them the withdrawal 
provisions would be eliminated. So what is happening under (b) 
now is these contracts with existing private companies, which are for 
10 years, I believe, would have the withdrawal provision in them. In 
other words, the Government has the power to get that, and it would 
be anticipated at the time the contracts were made, that any time the 
cooperatives needed that power it could be withdrawn under the terms 
of the contract on either an 18-, 24-, or 30-month notice. And what 
this does is to make those firm contracts for 10 years. And then the 
(b) section to which you have just referred gives them priority, a 
preference, those private companies which have such nonfirm con- 
tracts now, are given a long term, up to 20 years, of a firm contract 
and have preference over the cooperatives. 

Senator Dirksen. Are you referring first of all to (b) (1) on this 
commitment, power available but not needed until a later time by 
preference customers will be reserved for them as a class by letting it 
under short term interest rule contracts. That takes care of one 
phase of this, doesn’t it? 

Mr. Wi »E. That applies only to the powel that Is not covered by 


existing contracts. 


Senator Dirksen. That is righ It says power available but not 
needed 

Mr. Wisi We at ne that power would become available to 
be handled under the langua you just read, were it not for the facet 


that these existing contracts with withdrawal provisions in them are 


going to be made 20 vear contract without withdrawal provisions 
SO il will not be avail: ble Lo t] e coope ratives, and und r (b they will 


be junior to (a 

Senator Dirksen. What you mean is where we have been serving 
an area that is nonpreferet ce and those people have come to depend 
upon it, you think the Federal Government should make those either 
very short or insert a withdrawal clause 

Mr. Wise. You do not insert anything. You merely carry out the 
clause which was put in there at the time the contract was entered 
into. 

Senator Dirksen. You want to transfer the power that was re- 
ferred to in subsection (a) on existing contracts so that that becomes 
available ultin 

Mr. W1 


tel) 


la 
Vv 
i « 


. . a 1 ‘ , ) 
pret ence customers 


Senator Dirksen. What do you do about the people that we have 
been serving? 
4 y ; 


Mr. Wise. The whole theory 

Senator Dirxsi | would like to iow what we are going to do 
about them, not theor 

Mr Vis You have the right and you are required to give the 
company which is using that power sufficient notice so that they can 
build their own ceneratine plant a i] take care of that load, and then 
give this power to those which Congress says should have a preference, 
and I understood Mr. Davis to say, if it is available at the time of the 
sale, that Pp eference should be carried out It is available by the 


terms of the existing contract with the power company. 
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This becomes a very concrete situation, Senator, in the Western 
area of the Missouri Basin where there is a power contract with the 
Mountain States Power Company, covering, I ‘believe 23,000 kilo- 
watts of firm power and 9,000 of secondary power. The co-ops in 
that area have been told that in 1956 the Bureau will have no power 
for them. They are now attempting to arrange the financing to 
build their own power plant. If that 23,000 kilowatts which is 
under a contract with a withdrawal provision, if that power were 
made available to them, they would not have to build that generating 
plant at this time, not before either 1960 or 1961. 

Very likely before that time some new dams will come in, so they 
would never have to invest the $10 million in that generating plant. 

The CuatrMan. [| think we ought to wait until Mr. Aandahl is 

ailable and can be here 

Senator Dirksen. | think we have this localized, Mr. Chairman, 
now I think we ought to have the facts and communities that are 
voing to be afl ected by this matter 

Senator Kerauver. Mr. Chairman, is Mr. Davis coming back? 

The CuHarrmMan. Yes. Thev will all be back. Mr. Aandahl will 
be here and we will have a chance to have more time 

We will recess now subject to call 

Whereupon, at 12:28 p. m the committee was recessed subject 


Lo call 
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TUESDAY, MARCH 2, 1954 


Unitrep States SENATE, 
SUBCOMMITTEE ON MoNnopoLy AND ANTITRUST OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 11 a. m., pursuant to call, in Room 424, 
Senate Office Building, Senator W illiam Langer (chairman) presiding 

Present: Senators Langer, Dirksen, and Kilgore. 

Also present: Senator Murray and Wayne H. Smithey, professional 
staff member. 

The Cuarrman. Mr. Smithey, will you proceed with the power 
hearing? Mr. Clyde Ellis is here ready to testify. 

Will you come up, Mr. Ellis? 

Mr. Smiruey. Before you proceed, were you among the witnesses 
who at the first session were sworn by the chairman of the committee 
so you now consider your testimony to be under oath? 

Mr. Exuis. That is right. 


TESTIMONY OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION ; ACCOMPANIED 
BY CHARLES A. ROBINSON, ELECTRICAL ENGINEER 


The CHAIRMAN. You may proceed. 

Mr. Smiruey. Also before we proceed with the first witness this 
morning, Mr. Chairman, may I state that the Department of the 
Interior Solicitor was notified of the hearing this morning and that I 
received a telephone call from him this morning. I was not able to 
take the call; it was taken for me. The note that was transmitted 
to me indicated that they will not be present this morning but if the 
Chair desires them to appear and testify further, they will respond. 

Mr. Ellis, will you state your name, address, and position for the 
record, please. 

Mr. Exvuis. My name is Clyde T. Ellis. I live in the Washington, 
D.C., area. I am executive manager of the National Rural Electric 
Cooperative Association. 

Mr. Smiruey. For how long have you held this position? 

Mr. Euuis. Since 1943, except for about 2 years when I was on 
leave in the Armed Services. 

Mr. Smrruey. And before that time what positions did you occupy? 

Mr. Euuis. Before that time, for 4 years I was a Member of the 
United States House of Representatives. Before that, for 4 years I 
was a member of the Arkansas State Senate. Before that, for 2 
years | was a member of the Arkansas House of Representatives; 
and concurrent with that, part time I was principal of a school, a 
small consolidated school at Garfield, Ark. 
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Mr. Smiruey. Do you have a statement to submit? 

Mr. Euuis. Yes; I do. 

Mr. Smiruexy. Mr. Chairman, if it is agreeable with the Chair, may 
we proceed then with the statement of Mr. Ellis? 

The CuarrMan. Go right ahead. 

Mr. Exuts. With vour permission I would like our electrical en- 
gineer, Charles Robinson, Jr., to sit here with me to be of any assist- 
ance 

The CuarrMan. Certainly. 

Mr. Exurs. The National Rural Electric Cooperative Association 
is the service organization of the rural electric systems of the country. 
About 92 percent of them are members who are serving farm families 
to the extent of about 3% million, farm families and rural establish- 
ments 

| hope to be able to establish this morning that Interior’s new power 
policy and Missouri Basin power marketing criteria must be eliminated 
or drastically modified; that if permitted to stand, they will, contrary 
to the will of Congress, mean less power for the people, higher prices, 
and further entrenchment of the already overwhelming power com- 
pany monopoly; and that they will be a body blow to the farmers’ 
electric co-ops and power districts in particular and to the economy 
of our country in general 

Senator Kitcors. On that question of monopoly, because it has 
been raised previously, I remember a figure was given on the total 
amount of power produced by the Government pe rcentagewise for the 


l ] . ) 
cooperatives which showed it was a relatively small percentage, ob- 


tained from Government sources and the rest being from private 
sources. Do you know or could you ascertain for the record—I, am 


talking about monopoly now—the total amount of Government 
power produced and sold in the United States by the Government as 
con pared to the total amount ol power produced and sold by private 
enterprise? | think you will find it down around something like 2.9 
to 4 percent only as produced by Government. I do not know whether 
you have that in your statement or not 
~ Mr. Exuis. Yes, I do have. I will come to it 

Senator Kiicors. I note you have it in here, but that goes into the 
question of cooperatives purchasing only 5.9 percent of all the Federal 


energy. The cooperatives are getting only that and commercial 
utilities are getting 20.7. The question of a power monopoly has been 
raised. I would like to get the figure on the total production of power 


in the United States by Government as against the total production 
of power by private companies. I thought possbily you might be 
able to get those firures 

Mr. Exurs. I think you were looking at a different page. On page 
37 in the prepared statement I am stating that according to the Fed- 
eral Power Commission and the Edison Electric Institute, the in- 
vestor-owned companies generated in fiscal year 1952 80.7 percent of 
the total electric energy in the United States by comparison with 
only 13.1 percent produced by the Federal Government. 

Senator Kirgorr. And 4.5 by municipal systems? 

Ir. Exurs. That is right 

The CuarrmMan. You may proceed 
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Mr. Smiruey. In order that the record may be clear, in the last 
figures you were talking about the ee of energy rather than 
the distribution or use of the ener 

Mr. Exuis. That is right, but the re is a very close parallel between 
the two figures. 

Mr. Smirney. One further question; you will come to it on page 5 
of your statement and I think it might be well to ask it at this point 
since it has been read into the record by Senator Kilgore. Your 
statement on page 5 was that the cooperatives purchased only 5.9 
percent of all Federal energy generated in 1952. The Commercial 
Utilities Co. purchased 20.7 percent. Who purchased the remainder? 

Mr. Exuis. The municipally owned systems purchased, | believe, 
the next biggest block. Industry purchased a similar large block, 
particularly the aluminum companies. Municipally owned systems 
purchased some. Power districts purchased some. Federal estab- 
lishments purchased some. Army bases, the Atomic Energy Com- 
mission, and others. 

Mr. Smiruey. Are either you or Mr. Robinson able to round out 
the 100 percent for the record? 

Mr. Exurs. We will be happy to supply it 

The CHarrMAN. Proceed. 

Mr. Exuuis. Nearly 100 years ago, on July 1, 1854, Abraham 
Lincoln said: 


The legitin nate obje ct of government is to do for a community of the people 
whatever thev need to have done, but « ‘an not do at all. or cannot so well do. for 
themselves, in their separate and individual capacities. 


‘his basic philosophy of government so clearly enunciated by the 
first Republican President of the United States is the foundation 
stone upon which have been based many of the greatest economic 
activities in our history, and upon which our country has come to 
depend as a means of kee ‘ping our culture abreast of the needs of our 
people. 

The rural electrification program, exemplifying the Lincoln philos- 
ophy, represents a real partnership between the Federal Government 
and local private business operators in the truest sense of our American 
traditions of governmentai sponsorship of our free-enterprise system. 
It does not represent the “grant” or “subsidy” type of Federal-local 
arrangement, but rather a real partnership to produce results mutually 
beneficial to each participant in the arrangement. 

The CHAIRMAN. Senator James Murray is here from Montana. 
We are delighted to have you here. You may ask questions any 
time you want. 

Senator Murray. Thank you. 

Mr. Exuis. The rural electric systems throughout the country were 
fostered by the Rural Electrification Administration, a Federal 
agency, enacted into law by a wise Congress, to bring central station 
electric service to the rural areas where none existed. Only about 11 
percent of the farmers had electricity when REA was set up in 1935. 
And just as the Federal Government has, from time to time, guar- 
anteed various factors essential to the growth of other industries, so 
has it guaranteed in one form or another, a source of wholesale energ 
supplyv—or ways and means to obtain a source of energy-——for the 
rural electric systems throughout the Nation. 
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[ would point out that guaranteeing a source of wholesale electric 
energy is not synonmous with furnishing a source of wholesale electric 
energy. Originally, the very fact that REA was empowered by law 
to make loans for generation facilities, and did so in many instances 
where other sources of reasonably priced wholesale energy were not 
available, provided the necessary guaranty. 

Many of the rural electric systems purchase their entire require- 
ments of wholesale energy from commercial utility companies. Dur- 
ing fiscal 1953, our people purchased just under 50 percent of their 
total requirements from these companies and paid them a total of 
over $54 million. Where wholesale power is not available to the 
rural electrics from other sources at rates they can afford to pay, 
however, it is necessary that the Government continue to guarantee 
them a source of supply or a ways and means of a source of supply. 

Unfortunately, ia many instances the guaranty of a source of whole- 
sale energy inherent in REA’s legal authority to make generation 
loans is ineffective from a practical standpoint because of the fact 
that the cost of ene rgy assoc iated with small isolated gener ating plants 
is so high as to be beyond the means of many rural electric coopera- 
tives and power districts 

Especially In the sparsely settled Western States is this so. In 
portions of North and South Dakota, in Wyoming, in parts of Mon- 
tana, fuel costs are high and the deve lopme nt of the rural electrifica- 
tion program in these areas was long delayed because there was no 
source of energy that could be economically channeled to the rural 
electric systems, even taking into account REA’s authority to make 
loans for generating plants. When as late as 1947 rural electrifica- 
tion had reached 60 percent in most of the country, it was still only 
15 to 18 percent in the Dakotas 

In these areas, the construction of river basin multiple-purpose 
projects by the Federal Government has been the salvation of our 
program. REA studies indicate that on the average, our systems 
pay out 32 percent of their gross revenue for wholesale e ne rgy. Where 
this percentage is appreciably higher than 32 percent and where other 
factors are not favorable, such as low population density or low income, 
our people find it difflcult to make ends meet. In the Tennessee 
Valley and in the Pacific Northwest, where great quantities of low- 
cost Federal energy are available, the economies have prospered and 
the rural electrification program has expanded rapidly. 

In the Southwest area, in Missouri and in Oklahoma, and in other 
areas, including sections of the Missouri Basin States, our systems 
have had to combine the use of Federal energy with REA’s authority 
to make loans for generation and transmission facilities in order to 
secure reasonably priced wholesale energy. In these areas, there was 
not enough Federal power, not enough firm energy available from the 
Federal projects, or not enough transmission to deliver the Federal 
power from the dams to our systems’ load centers. 

And so it was necessary to build REA-financed generation plants 
and/or transmission systems to integrate with the Federal projects 
and deliver power to our load centers and usually to provide a source 
of thermal energy with which to firm up the hydropower supplied by 
the Government, thus assuring the cooperatives and power districts 
the advantages of an integrated hydrosteam system. But even these 
arrangements are possible only in limited sections. 
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The preference principle of Federal power policy under which rural 
electric cooperatives, rural power districts, and other nonprofit electric 
systems are given priority status in the purchase of Federal power is 
the keystone of partnership between the Federal Government and 
local nonprofit power distribution agencies. 

The Congress has, since the Reclamation Act of 1906, clearly and 
repeatedly reiterated in nearly every piece of legislation authorizing 
construction of power-producing facilities a policy providing for the 
marketing of Federal power first to local nonprofit distribution 
agencies and then to others. The preference policy has established a 
foundation on which the rural electric cooperatives and power districts 
have depended almost absolutely to purchase even small portions of 
the energy generated at Federal projects in the face of continuous 
crab tactics by the commercial utility companies. 

Most major utility companies have openly opposed construction 
of the Federal hydroelectric projects, and although some of them 
have of recent years assumed a less hostile attitude toward them, 
they have never ceased their attempts to obtain all or a major part of 
the output of the Federal hydroelectric projects—except in the TVA 
area—as soon as power from then has been available. 

The power companies are, in general, far larger in both financial 
and physical facilities than the preference customers. In many 
sases they extend their transmission systems to the dam sites early 
to furnish construction power. The companies, therefore, have a 
tremendous advantage when the Government attempts to negotiate 
for the sale of its power. Without the preference or equality clause 
and we think it is that—and federally owned transmission facilities 
to effectuate it, the rural electric cooperatives and power districts 
would be able to purchase very little Federal energy. 

And, although more or less Federal transmission facilities hav: 
been constructed in many sections of the country, and although the 
preference principles of power marketing, as many times enunciated 
by Congress, have been rigorously enforced during the past 20 aan, 
still the cooperatives purc thased only 5.9 percent of all Federal energy 
generated in 1952. By contrast, the commercial utility companies 
purchased 20.7 percent. 

Senator Kircore. By ‘commercial’? you mean commercial utility 
companies who are purchasing for resale, is that right? That does 
not include the commercial companies who bought for use, like an 
aluminum smelting company or an aluminum rolling outfit; that 20.7 
represents sales to commercial utility companies for resale. 

Mr. Euuis. That is right. 

Senator Kirncore. | wanted that clear in the record. 

Mr. Euuis. Unless the rural electric systems and other customers 
designated by Congress as entitled to preference in the sale of Federal 
power are accorded their full preference status now and in years to 
come, the rural electrification program will be seriously injured, power 
rates for nearly all users of electricty in the country will be raised, 
and our whole economy will be adversely affected, I believe. 

The rural electric systems of the country have never considered the 
authority and congressional direction of REA to make loans for 
generation purposes nor the principle of preference to rural electric 
cooperatives and public bodies in the sale of Federal power as anything 
extraordinary or abnormal in the annals of our country’s economic 
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history. Our people have always looked upon these programs as part 
of the traditional initiative of the Federal Government in helping to 
sponsor, foster, and develop economic enterprise essential to our na- 
tional welfare. Our people have looked upon a rural electrification 
program and the preference provisions of the Federal power marketing 
program as a wise and sound partnership between Federal and local 
groups—the same sort of partnership which has led to the development 
of other industrial and agricultural endeavors throughout our history. 

Actually, when you come right down to it, these programs, so far 
as the financial end of them is concerned, amount to the Government 
serving as the people’s pooling agent to pool their own credit to build 
these projects, for the project users pay for the electric facilities in 
their electric rates. And the amortization period during which the 
Government requires the people to pay the projects out is only a frac- 
tion of their useful life. 

| am convinced these self-liquidating REA and Federal power pro- 
grams cost the taxpavers nothing, that they create work, increase 
profits, and add to the health and welfare of every American. 

sut for those who believe these programs do cost the taxpayers 

something, let us remind ourselves how far the Government has gone 
and is still going in some instances to help the people as a whole do 
what individually they cannot do for themselves. 
Take, for example, the transportation industry. In the early days 
of our existence as an independent nation, when the need became 
apparent for development of American industrial systems as con- 
trasted to the original colonial system based on an economy of agri- 
culture, our Federal Government imposed tariffs on the importation 
of foreign manufactured goods as a stimulant to the development of 
industry in our own country. 

Then, as our industry prospered and the need for better transporta- 
tion arose, the Federal Government and the State Governments 
subsidized the development of inland canals, and even today the main- 
tenance and operation of our navigable rivers and harbors is a recog- 
nized function of the Federal Government. Our coastal and inland 
shipping industry would be paralyzed were it not for our highly 
subsidized Federal rivers and harbors program. 

In the middle of the 19th century, when our growth and develop- 
ment demanded an extensive system of uniform gage railroads, the 
Government again stepped in. The railroads were given not only 
great tracts of land in the West but also large sums of cash to spur 
their development and to provide the country with a modern trans- 
portation system. 

Our merchant marine and our civilian air transport industries are 
today aided financially and encouraged by the Federal Government 
all in the interest of our general welfare. 

And, to mention another industry, this aid from the Federal Gov- 
oan nt to local private enterprise is nowhere more typically exempli- 
fied than in the electric utility business where accelerated tax-amorti- 
zation certificates with total benefits amounting, we believe, to some 
$2.8 billion have been approved by the Defense Electric Power Ad- 
ministration as a means of encouraging the commercial electric 
utility companies to increase their capacity in accordance with the 
ever-growing need for electric power throughout the Nation—including 


defense needs. 
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Many other examples could be cited. 

The new power policy: The new Interior Department power policy 
dated August 18, 1953, and the new Missouri Basin marketing criteria 
dated September 9 and 10, 1953, both came as a complete surprise 
and tremendous shock to rural people throughout the country and 
represent, in our opinion, a large step backward toward abandonment 
of the Government’s traditional position of lending encouragement 
and aid to local free-enterprise endeavors which are essential to our 
welfare 

These documents also, in our opinion, abandon necessary safe- 


guards against exploitation of natural resources developed by and 


for the peopl Nonprofit retail power distributors. bv their verv 

ture, are instruments of and for the people entitled to first call 

upon fF leral power sources. Ky ploits ation of these power sources 
] 


for profit should be always subor« inated to the rights of the people to 
} 


‘ 
realize the full benefits obtained from development of their natural 
resources 

The Government has never undertaken to distribute power at retail. 
It does not do so. Such would be out of keeping with the policy of 
oe encouragement and partnership with local groups. It cap- 

ures the power from the natural resources and sells it wholesale to 
Aeneas agencies. However, wholly aside from any concept of 
‘utility responsibility,” about which much has been said with relation 
to the Federal power program, the Bureau of Reclamation does have 
the responsibility, we feel, to proceed with a planned program of 
reclamation and power de elopment and to carry out the print iples of 
preference in the marketing of power from projects tinder its juris- 


J 


diction. The resources of our country must be developed to their 


fullest,extent and we must continue to supply electricity to our rural 
people at the lowest possible rates. 

The overall use of electric energy in the United States is doubling 
about each 8 to 10 vears and the needs of the rural electric systems 
are doubling every 4 to 5 years on the average 

Our people have always looked upon the Federal power program 
not only as a direct source of low-cost energy, but as a yardstick 
against which to measure the rates and operstide practices of com- 
mercial utility companies operating in areas served by Federal projects 
and even nationally. 

We feel, among other things, that Interior’s power policy statement 
of August 18, 1953, does not provide for the aggressive development 
of additional power facilities by the Bureau of Reclamation necessary 
to keep the Federal yardstick effective. That policy statement reads, 
in part: 


} 


The primary responsibilities of the Department sre the reclamation of arid at 
semisrid lands under the Federal reclame.tion lows and the deve lopment of natural 
resources 2s authorized by Congress. These responsibilities include the disposal 
of surplus electric energy which can be economically produced in the course of 
the development of these resources. * * * The Depsrtment will particularly 
emphesize those multipurpose projects with hydroelectric development which, 
because of size or complexity, are beyond the means of local, public, or private 
enterprise 

It is recognized that the primary responsibility for supplying power needs of an 
area rests with the people locally. * * * The Department does not assume that 
it has the exclusive right or responsibility for the construction of dams or the 
generation, transmission, and sele of electric energy in any area, basin, or region 
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In general, it will not oppose the construction of facilities which local interests, 
either public or private, are willing and able to provide in accordance with licens« 
and other controls of the Federal Power Commission. * * * 

Here is a statement in which the Department announces its inten- 
tion of emphasizing only those power-producing projects which are, 
because of complexity of size, beyond the ability of local interests to 
construct. However, in explaining the August 18 power policy as it 
will be applied to the Missouri River Basin States, Assistant Secretary 
of the Interior, Fred G. Aandahl, said in a prepared statement at 
Fargo, N. Dak., on September 29, 1953: 


lt is the declared purpose to build multipurpose dams that are bevond the 
capacity of local resources and install in them a maximum of hydroelectric power 
+ Federal responsibilitv, however, is limited to that amount of power, and 


hould } | 


people local are advised in advance that thev s 
ppl their own additional needs 


ick up the responsibilit 


| want to make it clear that I do not intend anything I shall say here 


as a personal attack on anyone It is simply not possible to make our 
case without quoting certain public officials. 
(Assistant Secretary Aandahl told this subcommittee, I believe, that 


he considers the Idaho Power Co. a local interest within the definitions 
of these terms. Certainly the local public or cooperative agencies are 
usually far too small and would not be able to obtain adequate financ- 
ing to undertake the larger projects, and the larger ones are usually 
the most efficient ones. 

Thus, we see that the application of the new Interio1 Department 
policy is more stringent than its actual wording might lead us to 
believe. We fear it is a policy of allowing and encouraging the giant 
private utility companies to exploit the most profitable hydroelectric 
plants or sites, leaving the Federal Government to undertake the 
marginal, high-cost projects which the utility companies do noét wish 
to undertake. This means that instead of serving as a yardstick for 
utility rates and operating practices, exactly the opposite will be 
true and the rates fo powel ati Federal projec ts will be dependent, 
In part, on how many of the choice sites are privately developed by 
commercial utility companies 

During the past two decades, those of us in and out of Congress, 
who have worked for a policy under which our natural resources 
could be developed for the benefit of the common man, have looked 
hopefully to the yardstick of Federal generation and local nonprofit 
distribution of power to give us a measure of the real cost of electric 
power. All over the country the vardstick of Federal power has 
provided a standard against which to measure the rates and operating 
practices of commercial utility companies. That vardstick has 
brought power costs progressively down 

However, in 1953 we have seen the initiation of what appears to 
be a new policy for Federal power development and marketing. The 
new policy on generating facilities announced by the Interior Depart- 
ment last August 18, and other innovations in Federal power policy 
about which I shall also speak, seem to be the elements of a Federal 
power pattern designed to raise Federal power rate levels and thereby 
gear them to the rates of the commercial utility companies. 

In Assistant Secretary Aandal '’s Fargo speech of September 29, 
1953, to which I have previously referred, the Secretary stated: 


As a word of warning, I would like to forecast that except in high fuel cost areas, 


veal henee the spre ii price between federally produced power and locelly 
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produced power, either from steam plants or otherwise, will be much less than it is 
at the present time. 


And in the next — he said: 


The availability of r ining power to nonpreference customers, together with 
prospective reduced differ rential in the price of Federal and locelly produced power 
should materially reduce the unfortunate pressure on locel caiman es to 
establish local public power entities just to make Federal hydropower available 
to themselves 


These statements look like almost certain power increases for the 
purpose of relieving this ‘“‘unfortunate pressure on local communities’ 
and raising rates to more nearly the levels set by the big companies. 

Senator “Kine ORE. Then you do not interpret that statement as 
meaning this policy y would bring down the cost of private power to 
nearly the level of the present sale method for public power; you feel, 
on the other hand, the longtime contract of the public power to private 
utilities companies will tend to bring the price up, thereby decreasing 
the differential. 

Mr. Extis. We mean the several new developments in this new 
power policy will tend to cause the Federal power rates to go up. | 
have not heard anybody claim that they thought these new policies 
would tend to bring either the Federal rates or the private rates down 

In that eventuality, Federal generation and transmission, coupled 
with local ownership of distribution facilities, will no longer serve as 
a measure of the reasonableness of the rates or of the adequacy of the 
operating practices of the private utility companies. Instead, the 
company rates will become the basis for the establishment of Federal 
rates, and the concept of the Federal yardstick will vanish. Indeed 
it will be replaced by this new concept whereby the charges and 
policies of the utility companies themselves will be the standard 
against which Federal power pone: y is established. Already this is 
being referred to among the farmers as ‘‘the reverse vardstick’’ in 
new policy and marketing criteria. 

This new policy as it applies to generation, we feel, is a complete 
reversal of the previous policies established on January 3, 1946, in a 
memorandum published by the then Secretary of the Interior. The 
1946 memorandum contains the following language concerning 
generation: 

Hydroelectric generating facilities shall be designed and installed in all projects 
where feasible. The project shall have its own steam standby and reserve facili- 
ties where necessary to independent operation on an economical and efficient 
basis 

“Facilities shall be designed and installed to provide the type of power and 
service required by public agencies and cooperatives 

The Cuarrman. Mr. Kilgore, will you preside for a while? I find 
I have to leave. 

Mr. Evuis. The abandonment of the 1946 Interior Department 
policy on generating facilities means not only that less firm power 
will be available to the preference customers and that the rates for 
such firm power as is available will be higher, but it also means that 
the competitive influence of Federal generation will be lessened to a 
marked degree. And to the extent that the availability of Federal 
power has spotlighted the ability of commercial utility companies to 
reduce rates without sacrificing profits, to that extent, the rest of the 
Nation that is servee hv the commercial utility companies may expect 
rate increases. 
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The traditional Interior policy may not have been in all respects in 


accord with the established will of Congress—although, generally, I 
believe it was. This new Interior policy may not be in all respects 
contrary to the established will of Congress However, there seems 


to be this major difference: Where the old power policy veered from 
congressional directives, it did so in the interest of the people, includ- 


ing the rural electrics, but where the new power policy veers from 
congressional directives, it does so in the interest of the monopolistic 


pov er companies 

A new policy on tra 
he power poliev issued by the Department of the Interior on August 
18, 1953, states: 


ansmission: Concerning transmission facilities. 


| Depa ent of 1 I I construct and operate transmission lines 
hat a cono feas und iry for proper connection and operation 
1 ! ri Tra mission facilities will also be built 
ind operated to earry power to load centers within economic transmission dis- 
- public nr have or will provide the necessary 

i 
1} feyy r nolie r) ted in tli mer ‘and f 7 1 Y 
rhe rorme pol cy s hune ! l 1 the memoranaumM OL w~anuary 





i ( and p ntial ts shall be 
ud d 1 r pow erred cust r Wi region upon 
fair and asonable terms i t be owned and controlled by the Govern- 

| 1 facilit ild be made available upon terms which 

jectives of the congressional power 

policy and which do tt reward the private company simply because of its 
iT T mop ( 

: ; cs a 

1") rural electric systems think that the new pore, seeks to mini- 

mize construction of transmission facilities for delivery of power to 


the load centers of preference customers and will tend to substitute 
therefor sale of power to private utility companies at the Federal bus 


bar—at the dams. Indeed that is exactly the way Interior within 
the last month proposed to carry out its new policy in Georgia in the 
marketing of power from Clark Hill Dam. ‘The rural electric co-ops 
in Georgia are up in arms about it and I trust this subcommittee will 
look into that situation before it completes this investigation. 

Senator Murray. Under the new policy on transmission that you 
have spoken about here, Montana would not have been able to have 
those transmission lines from Havre to Shelby constructed, as I 
understand it . 

Mr. Exuis. I fear that is true. That was a very important line 
and necessary to the expansion of rural electrification in northwest 
Montana 

Senator Murray. Prior to that, the power created at Fort Peck 
Dam was going to the power utilities at a dump rate; and if these 
lines were constructed, we would be able to get the advantage of 
low-cost power to that big area in the State of Montana. 

Mr. Exurs. That is right. 

Private utility companies which thus come into possession of 
Federal power may or may not agree to wheel it to cooperatives and 
other preference customers. It has been our experience that, in 
general, where Federal transmission facilities exist, or where funds are 
available for their construction, the commercial utility companies 
are much more cooperative in providing wheeling service to preference 
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customers for the account of the Government than they are in areas 
where no Federal transmission exists or is in prospect. 

For instance, in Oklahoma, in Colorado, and in other States where 
at least a minimum of Federal transmission facilities exist, the com- 
mercial utility companies have agreed to deliver Federal power for 
the account of the Government over their own transmission systems. 
By contrast, in the Southeast where no Federal transmission facilities 
have been constructed, only 1 company in the entire 6-State area has 
agreed to deliver Federal power to cooperatives for the account of the 
Government. 

Senator Ki_tGore (presiding). What company was that? 

Mr. Exuuis. The Virginia Electric & Power Co. of Virginia. 

The other companies in the area insist on purchasing the entire 
output of the Federal projects at the bus bar. And even that one 
company has reserved the right to cancel its wheeling contract if the 
Georgia Power Co. contract proposal, now apparently about to be 
agreed to by Interior, becomes a reality. 

The situation in the State of Georgia is one example of the effect 
the Department’s new power policy will have on the rural electric 
cooperatives. For several years the Georgia Power Co. has been 
proposing contracts under which it would purchase from Interior the 
entire Georgia portion of the power from the Clark Hill Dam on the 
Savannah River and would, in turn, agree to resell to the cooperatvies 
of Georgia the equivalent of a certain portion of this power from the 
Clark Hill project. 

Under the previous Interior power policy as formalized by the Jan- 
uary 3, 1946, memorandum, the Government refused to sell the output 
of Clark Hill to the Georgia Power Co. at the bus bar. By contrast, 
under the revised policy as announced on August 18, 1953, the Interior 
Department itself now proposes that the Georgia portion of Clark 
Hill power be sold to the Georgia Power Co. at the bus bar; the 
company, in turn, being required to deliver the equivalent of a portion 
of the energy from the project to the cooperatives in Georgia. 

Senator Kincgorr. Was not that matter heard in hearings before 
the Appropriations Committee some months ago? 

Mr. Euuis. Yes, sir; it has been discussed several times. 

Senator KitGorrn. Some Appropriations Committee had a hearing 
on it? 

Mr. Exuis. Yes, sir. I believe that is true. 

[ know it has been mentioned and discussed before several com- 
mittees for several years. It has been a matter of long controversy 
and one that seems to be becoming more acute almost by the month. 

Mind you, this is Interior’s proposal despite the fact that the 
Georgia co-ops—preference customers under the law—have been 
trying for more than a year to purchase that power. Interior is 
refusing to sell it to them. And all the while—for more than a year 
Georgia Power Co. has been getting all the power allocable to Georgia. 
Engineering studies made by a competent engineering firm engaged 
by the co-ops have determined the benefits to be around $1.5 million 
a year, I understand. 

This is just one more example of how Interior’s new policy puts 
the monopolistic power companies between the people’s dams and 
the people—between the people’s power and the people’s struggling 








540 POWER POLICY 


nonprofit distribution systems. It is an invitation to exploitation of 
public resources 

Congress, in enacting resource development laws since 1906, has 
specified that preference in the sale of power from multipurpose 
projects should be given to public agencies and other nonprofit local 
groups, including—in the later laws—rural electric cooperatives. 
Unless the agency responsible for marketing power from Federal 
power projects is willing to undertake a program of transmission line 
construction to deliver power to the load centers of the preference 
customers or, in the alternative, stands firm on a policy of delivering 
to preference customers for the account of the Government in those 
cases where transmission is entrusted to commercial power companies, 
the preference clauses in these laws will soon be rendered null and 
void for all practical purposes 

Rural electrification leaders fear and believe that the new transmis- 
sion policy announced by the Department of the Interior on August 
18, 1953, as exemplified by its recent proposal for settlement of the 
Georgia controversy, will nullify preference by administrative fiat 
as far as the rural electric Svstems are concerned—and in so doing will 
nullify the will of Congress as expressed in many Federal laws enacted 
and strengthened in both Republican and Democratic administrations. 

Although no direct mention was made in the Interior Department 


power policy statement of August 18, 1953, of prospective increases 


n wholesale power rates, our people have become greatly concerned 


that sharp increases in Federal power rates are almost certain. I 
previously referred, on page 11, to the statement of Assistant Secretary 
Aandahl in which he predicted an increase in the cost of Federal power. 

Higher power cost allocations: These statements of the Assistant 
Secretary would certainly indicate that the Department expected to 
increase Federal power rates and these indications were borne out in 
testimol offered before this subcommittee by the Under Secretary 
of the Interior Ralph Tudor, and the Assistant Commissioner of 
Reclamation, Harvey McPhail, some weeks ago At that time, it 
was testified to by Mr. Tudor that conversations are underway be- 
tween representatives of the Department of the Interior and the 
Defense Department (the Corps of U. S. Army Engineers) looking 
toward an ultimate plan of basing cost allocations of multiple-purpose 


rovect on the allo ations pro] osed by the agency requesting appro- 
r)} tio te mstruction of the project In most instances, this 
vould mean, for those projects constructed by the Corps of Engineers, 
that the corps cost allocations would be final, we fear, and higher as 
pa einnatie 

Diu he me hearings, it was testified to by Assistant Com- 


ssioner of Reclamation, Harvey McPhail, that in many cases, the 
Corps of Engineers cost allocation formulas allot substantially higher 
portions of the construction cost of multiple-pi rpose projects to power 
than do the Interior Department’s formulas under which power is 
being marketed from most of the projects at the present time. 

| hope I have accurately referred to the testimony of these officials, 

it if not, the record will, of course, speak for itself 

We feel that as a result of this cost reallocation phase of the new 
Interior power policy alone, our systems are going to be faced with 
the possibility of paying more for their wholesale power not only to 


the Federal Government but also to commercial utility companies 
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throughout the United States, if and when such a plan is put into 
effect, for this too will tend to end and reverse the Federal yardstick 
and its effects. 

As the subcommittee knows, except for certain specific projects such 
as Bonneville Dam and MeNary lock and dam in the Northwest, and 
perhaps a few other projects, the legislation authorizing multiple- 
purpose projects does not, in general, fx statutory responsibility on 
any particular agency of the Federal Government for determining 
final cost allocations for multiple-purpose projects. Therefore, except 
for a very few projects, there has been no final determination of cost 
allocations and the rates that are being paid for the power produced 
at these projects are ney et temporary in nature and _ reflect 
allocations arrived at by the ageney marketing the power from the 
project. 

For many years now, our people have been purchasing power from 
these Federal projects at reasonable rates and at rates which will 
ay out the cost of the project according to the cost allocated to power 
vy the power marketing agency involved. Unfortunately, it is a 
most complicated process, at best, to arrive at a final figure which 
will, in a given time, reflect the number of dollars which are invested 
in the power facilities of any given dam. Separate costs of power 
installations such as the price paid for generators and labor required to 
install them are, of course, self-evident, but any figure purporting to 
represent that portion of the joint costs of the project which reflects 
power investment is much more difficult to distinguish. 

The actual concrete in the dam and the labor required to pour it, 

for instance, would in a large measure be required whether the 
multipurpose dam were also used for power or not. The height and 
thickness, of course, might vary. But because it is impossible to 
install power facilities without a dam, some component of the con- 
crete work must be charged to power. Therefore, the total portion 
of the cost of any project which is allocated to power represents, at 
best, an arbitrary assignment to power of a portion of the joint 
costs of construction. 

Mr. Smirxey. To whom would you allocate the function of making 
this arbitrary assignment of power on costs of construction? 

Mr. Exuis. To all age ncies participating in construction and sale. 
We think the agency participating in the sale should have a say in 
the cost allocation 

Senator Kincore. Let us take the Hells Canyon situation about 
which there is a great deal of controversy For the mere production 
of power, a series of smaller dams would produce power but would 
give neither the necessary flood control nor would it give the neces- 
sary water for irrigation that was the initial proposal of the Interior 
Department, is that right? 

Mr. Exuuts. Yes 

Senator Kincore. So a part of that construction, a sizable part of 
it, is a part of straight out reclamation of arid lands and also a part 
of flood control; is that right? 

Mr. Exuis. Yes 

Senator Kitgors. In other words, the argument placed for the 
necessity for the big dam is that it will accomplish the three purposes; 
whereas, the smaller dams privately proposed would accomplish only 
the production of power? 


I 
} 
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Mr. Euuis. I think that is true, but the larger dam, according to 
our studies, would also produce more power at less cost. Then there 
is another factor. If the Federal Government produces the power 
under the laws as we think they ought to be administered, now existing 
on the statute books, then the people would get the benefits. If the 
Idaho Co. develops the power and the rural electrification in that area 
are verv much interested, the people would not get the benefit of the 
power developed by the company lm the State of Idaho. 

Senator K1iLGgo! | do not be ~ ‘ve you get the point I am driving a 
that the smaller dams would have no other results than the produc tion 
of power; whereas, the big dam ion | have the two additional results 
of irrigation and flood control So for that reason, apparently the 
bigger dam would be the more beneficial dam and would have more 


justification and more of an ability to distribute construction and 
operation costs between three purposes than would the building ola 
series of small power dams 

Mr. Exuits. | think that is ig ably t true. 


Senator Kitcore. Even if the Government built it? 

Mr. Exits. It would not be true; not only as to Hells Canyon but 
generally as to other situations of like nature in the country. 

Senator Kitcore. | know one situation in which a power dam up 
a certain river in the East is used only for peaking, and as a result you 
have a floodtide down that stream. This is a privately owned dam. 
Other privately owned dams oa down the stream were seriously 
handicapped in their power production until the Government stepped 
in and built a bie dam in between which knocked out the floodtide 
and gave a constant flow below the big dam, which had an equalizing 
effect on the river as well as the flood control. So the big dam is the 
multipurpose dam 

Mr. Exuis. There is another benefit which exists there, too. That 
is, if the Government builds the Hells Canyon Dam, and that ties into 
this power policy because this policy is saying that the Government 
will build only those dams now, or the Interior will encourage the 
building of only those dams which are local enterprises, including the 
power companies, it will not build—if Hells Canyon is built by the 
United States Government and integrs wh with the whole Bonneville 
ties, then let us say vou have a flood on the Snake and it is desirable 
to completely close the gates. It could be done without crippling 
power supply, assuming the flood were not universal for the whole 
area 

We submit to the subcommittee that, in view of the controversy 
concerning the allocation to power of joint costs of project construc- 
tion, the component of cost which is allocated to power represents an 
arbitrary decision by whatever agency makes the final allocation. We 
also suggest that any rigid formula cannot take into consideration the 
varying economic and social factors affecting each project in different 
sections of the country. 

Kach of these great multiple-purpose projects has treme ndous social 
significance in its area which is in addition to the problem of economic 
feasibility, and we suggest that ail of the tangible and intangible 
factors be considered by whatever agency or agencies are finally 
charged with the responsibility of allocating costs to these projects, 
and that all affected agencies should share in the responsibility. 
Interior has long assumed responsibility in power-cost determinations 
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of Corps of Engineers projects. It should not abdicate that 
responsibility. 

Abolition of power marketing agencies: We anticipate that in addi- 
tion to prospective increased Federal power rates, there have been or 
will be other drastic changes in Federal power policy not enunciated 
in the statement of August 18, 1953, or in the marketing criteria which, 
nonetheless, will be put into effect within the next several months. 
Interior has indicated, and the report of the Southwestern Power 
Administration survey team seems to anticipate, that a new policy- 
making agency will be established in the Interior Department for the 
purpose of taking over and centralizing in Washington the adminis- 
trative functions of all existing Interior power agencies—South- 
western Power Administration, Bonneville Power Administration, 
Southeastern Power Administration, and the Bureau of Reclamation 
power services. SPA’s administrative offices are in Tulsa, Okla.; 
Bonneville’s are in Portland, Oreg.; and SEPA’s are in Elberton, Ga. 

In a memorandum dated February 18, 1954, the Assistant Secre- 
tary, Mr. Aandahl, directed the complete reorganization and partial 
liquidation of SPA, including drastic reductions in personnel. Despite 
the fact that much SPA construction is needed in the area—even if 
Interior did not request any new lines in the budget—the SPA survey 
team report, which Interior now orders carried out, contains this 
statement: 

In view of the completion of the construction phase of the Southwestern Power 
Administration and because of the recognized need for centralized policy inter- 
pretation and direction of power marketing activities at the seat of Government, 
the survey team recommends that the Southwestern Power Administration be 
designated the Division of Power Marketing. The Division should be headed by 
a power manager, located with headquarters in Tulsa, Okla. This reeommenda- 
tion is contingent upon the establishment in the Office of the Secretary of the 
Interior of a Power Administrator responsible for the direction and policy inter- 
pretation of Southwestern, as well as other Government power marketing agencies 

So, SPA’s Tulsa office is to be reduced from a semiautonomous 
agency to a Washington-administered divisional operation, headed by 
a power manager. Southwestern Power Administration, many times 
approved by the Congress and strongly supported by the rural electric 
co-ops of the six-State area affected, is being abolished, both in name 
and effect. 

And incidentally, this was the first information we had had that 
SPA’s construction is finished. 

The rural electric systems of the Southwest are already expressing 
regret over the killing of SPA as a semiautonomous agency in the 
field and the centralization of its administrative functions in Washing- 
ton, and are urging that it be stopped. Later, I shall submit to you a 
resolution to that effect, adopted only last Friday. They feel this is 
another attempt to break up the partnership between the rural electric 
systems and the Federal power agencies that has grown up over a 
period of years. 

Frequent contacts and negotiations are necessary between the 
Federal power agencies and the preference customers, and this new 
move means that the relatively poor co-ops must now come to Wash- 
ington for important administrative decisions, if not for actual power 
contract negotiations. This certainly will lessen the response of a 
Federal agency to the needs of the local people. We believe such 
centralization of the functions of Government in Washington, espe- 
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cially on matters requiring such constant attention as does the power 
business, is unhealthy in a democracy. Presumably, the other 
Interior Department power agencies will s»on be handled in the same 
manner 

Mr. SmirHey. Do you view this as a step toward a Federal mo- 
nopoly? 

Mr. Exuis. Not a monopoly of Federal power; a step toward 
monopoly of the private power industry. 

Senator KitGore. You mean monopoly of administration? 

Mr. Exurs. Yes, sir; I suppose so. There will be centralized con- 
trol of all of the power agencies in Washington apparently under this 
survey team report language which now is in the process of being put 
into effect as to SPA but which clearly indicates it is to be bi ‘oadened 
to include the other power agencies 

Senator Kitcore. Is it not a fact that we, however, at the same 
time are decentralizing various other functions of Government into 
the local areas, such as internal revenue and various other functions of 
Government? 

Mr. Evuis Yes, sir, but there seem to be other forces at work here 

This hardly seems consistent with the views expressed by Interior’s 
Solicitor, Clarence Davis, before your subcommiitee when he stated 


* it is the view of the De partment that the less Government there is in 
Washington and the more ec itrol there is in the areas to be served, the better in 
the long run the areas will be 


Clarence Davis said that before this committee about the middle 
of January. Just within the last few days we have had this apparent 
complete reversal of that philosophy by the abolishment of SPA and 
the indication that other power agencies are going to fare similarly. 

The service area of the Southwestern Power Administration is a 
section of <g> country in which power has always been scarce, especially 


with regard to the wholesale needs of the rural electric systems. In 
Missouri, our systems are a7 paying an average of almost 10 mills 
per kilowatt-hour for wholesale electric energy and face serious short- 
ages. And, although ool dams have been constructed by the 


Corps of Engineers in that section of the country and have been inte- 
grated through the transmission system of the Southwestern Power 
Administration, the lack of firm energy at these projects bas been a 
major stumbling block in bringing the benefits of low-cost, hydro- 
electric power to our systems down there. 

To overcome this obstacle, our people in Oklahoma and in Missouri 
formed a half dozen federated generation-transmissiOn cooperatives 
the members are the local distribution co-ops—with which to firm up 
the hydro generation of SPA and deliver the resulting intermingled 
steam and hydro energy to the load centers of their member distribu- 
tion cooperatives. In 1949 and 1950, SPA and the generation and 
transmission cooperatives of Oklahoma and Missouri executed con- 
tracts providing for the close electrical integration of the Govern- 
ment’s hydro systems with the cooperatives’ steam systems. 

During the past year, these contracts have been virtually abrogated 
by a lack of adownane: appropriations to carry them out and by the 
apparent desire of Interior Department officials, whose stated phi- 
losophy is expressly unsympathetic with the purposes of the contracts, 
to destroy their effectiveness. 
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During previous testimony before this subcommittee, the Assistant 
Secretary, Mr. Aandahl, has stated that the Department’s new 
policy “definitely prevents the Government from establishing a 
Federal power monopoly.”’ In response to a question from Senator 
Murray, asking the Assistant Secretary to give a specific case which 
he considered to be a Federal power monopoly, Mr. Aandahl stated: 

One is the attempt of the Federal Government to build steam facilities to 
supplement and to increase the power supply that comes from the hydroelectric 
projects; and the other is the attempt to take over more and more of the trans 
mission systems. In the Southwestern Power Administration area there was a 
contract worked out with the G. and T. cooperatives under which the Sout! 
western Power Administration would lease and operate the transmission facilities 
and would pay a lease fee that, over the amortization period, would liquidate the 
investment And Southwestern Power Administration had an option to buy the 
facilities at the end of that period 

Not only that, but Southwestern Power Administration agreed to buy the 
entire output of the steam plants of the G. and T.’s in the area, and then to 
integrate it with Southwestern Power Administration power and have that much 
more power to sell in the area 

Just by one step after the other, the previous policy was to enlarge the field of 
the utility responsibility to the point where it goes far beyond the hydroelectric 
capacity of these multipurpose projects 

What Mr. Aandahl did not say was that these were two-way 
contracts, and that several hundred thousand farm people, through 
their distribution co-ops and their generation and _ transmission 
co-ops would buy back from SPA their total power requirements 
adequate power at tremendous savings. Actually, Mr. Aandahl’s 
implications that the efforts of our people, as reflected in these con- 
tracts, tended to establish a Federal power monopoly in the South- 
west constitute an attack on the farmers of the Southwest, are without 
foundation and could be no further from the actual truth if they were 
consciously designed to be so. 

All the hydropower in the Southwest, actual and potential, fully 
firmed up, could not begin to equal that of the commercial companies 
of the area. Furthermore, the Government’s power is all sold at 
wholesale, much of it to the commercial companies. And, too, there 
would not be enough anyway for the rural electrification co-ops 
alone. And the co-ops are prohibited from serving anyone who is 
already served. I can see just about as much danger of a Federal 
power monopoly as | can of Interior’s few buffalo herds replacing the 
milk cows of the United States. 

It seems that term has been used principally since this committee’s 
monopoly investigation of the Interior power policy and marketing 
criteria. 

We had better be concerned, instead, with the giant power trust 
monopoly which would be strengthened, while the farmers’ little 
electric systems are being weakened, by Interior’s new policies. 

The contracts between the Southwestern Power Administration 
and the generation and transmission cooperatives of the Southwest 
were initiated by the cooperatives themselves as a means by which 
to secure maximum areawide utilization of SPA hydroelectric facilities 
for the mutual benefit of both the Government and the cooperatives. 
The whole arrangement on which they spent years of effort and en- 
gaged some of the country’s best engineers was an attempt to provide 
low-cost electric service to a great segment of the farm people of a 
six-State area. The total installed capacity of these generation and 
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transmission cooperatives is probably not more than 100,000 kilowatts 
as compared with the many millions of kilowatts of installed capacity 
owned by commercial utility companies in the area. 

The question in the Southwest is not one of whether the Government 
has been progressing toward a monopoly of power facilities, but rather 
whether or not the Government is to allow farmers of the Southwest 
to be subject to the predatory practices of a private power monopoly 
in that area. 

Senator Kitcore. We are going to have to recess. This is a very 
convenient place because you are getting into a new subject. 

We will recess until Thursday at 10 o’clock in the morning. If you 
will come back then, we will go ahead from there with your statement. 
Can you make it then? 

Mr. Exuuis. I can make it, subject only to a scheduled appearance 
before another committee, the Civil Functions Subcommittee of the 
Senate Appropriations Committee. 1 believe we are scheduled there. 
However, the time is very short 

Mr. Smitraey. Maybe Mr. Ellis can get in touch with me and let 
me know. 

Senator Kitcorr. Please get in touch with Mr. Smithey and make 
the arrangements. 

Mr. Wisr. The president of the Missouri Basin Electric Consumers 
Association is here today, together with a number of other farm leaders 
throughout the country. 1 wonder if the record might show their 
presence here. 

Senator Kitgorr. You may show their presence, and if they want 
to be heard 

Mr. Wise. I do not think they want to be heard. I did want to 
present the president to this committee. He is so much interested in 
the job you have done and the other gentlemen with him, if their 
names could be put into the record. 

Mr. Lewis Amend who is the president. 

Senator Ki_tcorr. Give the rest of the names to the reporter and 
he will show their appearance at the hearing. 

(The names of those present follow: Lewis Amend, Rocky Ford, 
Colo., president of the Missouri Basin Electric Consumers Association; 
William T. Crisp, executive manager and general counsel, Tarkell Elec- 
tric Membership Association, Inc.; Clark T. McWhorter, Southwest 
Rural Electric Association, Blair, Okla.; Christian G. Jensen, director, 
Topo, Michigan Electric Co-op, Boyne City, Mich.; T. William 
Hunter, Newberry Electric Co-op, Inc., Newberry, S. C.; and John 
Sargeant, Adams Electric Co-op, Camp Point, Ill.) 

Senator Kitcorr. We will recess until Thursday. 

(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Thursday, March 4, 1954.) 
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THURSDAY, MARCH 4, 1954 


Unirep STares SENATE, 
SUBCOMMITTEE ON MONOPOLY AND ANTITRUST 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, dD. GC. 

The subcommittee met at 10 a. m., pursuant to recess, in Room 424; 
Senate Office Building, Senator William Langer (chairman) presiding. 

Present: Senator Langer. 

Also present: Wayne H. Smithey and Tom Collins, professional 
staff members. 

The CHarrMan. The meeting will come to order. 

You may proceed, Mr. Ellis. 


TESTIMONY OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION ; ACCOMPANIED 
BY CHARLES A. ROBINSON, ELECTRICAL ENGINEER 


Mr. Exuis. At this point, I want to pay tribute to Senator Langer 
and other members of this fine subcommittee for their courage and 
responsiveness to the desires of the rural people in conducting this 
investigation of the Interior Department’s new power policy and 
Missouri Basin marketing criteria. The subcommittee, in my opinion, 
has performed a splendid public service, and despite certain statements 
to the contrary, I feel that the revised section 7 of the marketing 
criteria was brought about as the direct result of the actions of this 
subcommittee and the uprisings of the farm people in the Missouri 
Basin area. 

I do not want to minimize the harm that we feel will still derive 
from the policy and that part of the marketing criteria which remains 
as it was originally issued, but at the same time, I do not want to 
leave the impression that the revised section 7 completely corrects 
the defects of the original section. There are still grave injustices 
in it and, we believe, violations of the law inherent in the revised 
section 7, to which I shall refer. 

The rural electric systems of the Missouri Basin, through their desig- 
nated farm leaders, have previously explained their objections to 
this criteria in great detail before this subcommittee. I think that, 
in general, their objections to the criteria may be summarized as fol- 
lows: 

1. Penalties: The change in Missouri Basin wholesale rate schedules 
as contained in the criteria forces rural electric systems which desire 
to reserve generating capacity to meet their normal anticipated load 
growth beyond a 2-year period to pay a rate penalty in the form of a 
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minimum annual capacity charge. If the rural systems are not able 
to pay a penalty or do not wish to do so, they cannot reserve power 
beyond a 2-year supply. The criteria provides that the contract 
rate of delivery will remain constant during the term of its contract 
so that the rural systems which do not reserve capacity for load 
growth a 2-year period will either be forced to turn to alternative higher 
costs sources of power after 2 vears or stop growing. This is a diffi- 
cult, if not impossible, choice for many of our systems to make, and 
I am not sure that any of them are able to solve the dilemma. 

Interior Department officials and others have stated that the 
Missouri Basin hydroelectric power will not be sufficient even to 
supply the needs of preference customers in 1956. If this is true, we 

can see no reason for this portion of the criteria, and a new rate 
paudide. at all. The ieee Commissioner of Reclamation has 
stated to this subcommittee that the Department does not anticipate 
increased revenues under the revised rate schedule. If no increase 
of revenue is anticipated, then the only excuse we can see for the new 
rate schedule is as a device by which to help apportion the power 
among the preference customers—and, apparently, the power com- 
panies. 

It appears to us that, as to the preference customers, this could 
easily have been accomplished under the old established policies by 
cooperative conferences with the preference customers involved rather 
than in the establishment of harsh rate schedules and dogmatic market- 
ing criteria. We know of no instance in the Missouri Basin of pref- 
erence customers contracting for more than their actual requirements 
of Federal power. Indeed, before the criteria went into effect, most 
of them, I believe, were actually taking power in the amounts con- 
tracted or very near to it 

2. Mountain States superpreference customers: The new criteria 
denies the farmers’ electric systems and other preference customers 
their full preference rights under the law by setting up an Interior- 
designated superpreference class of customer consisting of power com- 
panies serving areas which, in the opinion of the Secretary, have come 
to depend upon the Bureau of Reclamation for power over a period 
of years. 

Actually, these local people depend on the power companies and the 
power companies can hardly be said to have come to depend on the 
Bureau in perpetuity, for they have known all along what the law is, 
they know there are withdrawal clauses in their contracts, and they 
are large enough to develop their own power supplies economically 
any time they want to. 

This class of superpreference customer would be entitled to full 
preference rights in the purchase of Missouri River Basin power, even 
ahead of and to the exclusion of the Congress-designated preference 
customers themselves. The very farmers and ranchers which the big 
power companies failed or refused to serve in the past would be denied 
the power so that those same utility companies could serve their 
urban loads, including in some cases, big industrial loads. 

When questioned as to the legal basis for the establishment of this 
superpreference class of customer, Interior Department officials rely 
on “administrative discretion.’”’ They have stated that the Mountain 
States Power Co. will be granted what amounts to superpreference 
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rights in the purchase of a block of Missouri River Basin firm power 
under a long-term, nonwithdrawable contract. 

“Administrative discretion” is a broad concept. We are not sure 
what other companies would be considered by Interior as eligible for 
this superpreference status. For instance, an article in the January 
15, 1954, issue of Electrical World, the principal power industry 
magazine, states that the stockholders of the Mountain States Power 
Co. and Pacific Power & Light Co. will be asked to endorse a merger 
plan of the two companies on March 12, next week. This merger 
would result in a combine of 2 companies whose assets at the end of 
1952 totaled $159,418,305. 

Would the Assistant Secretary, under his “administrative discre- 
tion” authority then sell the power to the surviving Pacific Power & 
Light Co. on a superpreference basis? We do not know. We can 
only assume so. 

In any case, it seems clear that Interior, without warning, without 
consultation with the people affected, without checking with the 
Congress—and in its absence from Washington —has clearly usurped 
the powers and, in effect, repealed certain laws of the Congress vital 
to the welfare of our country. 

And, incidentally, since so much has been said about Mountain 
States Power Co. and since the impression may have been given that 
it is a local western interest, I would like to call your attention again 
to its stockholder situation. Just take a look at this chart from the 
records of the Federal Power Commission: 


Mountain States Power Co. 


Treat Common Preferred 
Total votes ae : 
tes votes 
Total votes of all securities outstanding - - - ‘ note 1, 468, 979 1, 250, 000 218, 979 
= 
10 LARGEST STOCKHOLDERS 
Carl M. Leob, Rhoades & Co., New York 56, 555 56, 555 — 
John Hancock Mutual Life Insurance Co., Boston 45, 000 } 45, 000 
Potts & Co., Wilmington, Del 21, 400 21, 400 
Massachusetts Mutual Life Insurance Co., Springfield, Mass 20, 900 5, 900 15, 000 
Steere & Co., Philadelphia, Pa 20, 000 20, 000 — 
Lack & Lindsay, Wilmington, Del 18, 200 18, 200 cr 
Alsta & Co., Chicago, Ill 18, 000 18, 000 
Brinbaum & Co., New York 17, 149 17, 149 " 
Hitchins & Co., Boston, Mass 17, 000 17, 000 - 
Shaw & Co., New York . 15, 400 15, 400 a 
Total votes of above_. . 249, 604 189, 604 60, 000 
Percent of total votes of all securities outstanding. 16.9 15.1 | 27.5 


1 Last meeting: Albany, Oreg. Incorporated: Delaware. 


Note.—Common shares have | vote. Preferred shares have 3 votes, 


As is the case with Idaho Power Co., which has also been referred 
to by Interior officials in these hearings as a local interest, I believe, 
everyone of its 10 largest stockholders in terms of vote control is a big 
corporation or partnership. One of them is a Chicago concern, but 
all the rest are located in that financial capital of the world extending 
from Wilmington, Del., and Philadelphia to New York and to Boston. 

There should be no mistaken impression left with members of the 
subcommittee that preference customers will not be damaged by the 
sale of firm power on long-term noncancelable contracts to private 
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utility companies to be established in the superpreference customer 
class that has been established by the marketing criteria. Our 
cooperatives in the Nebraska, Wyoming, Colorado tri-State area are 
at this very moment faced with a power shortage, and in view of the 
Interior Department’s apparent intention to proceed with the con- 
tracting of firm Western Division Missouri Basin power to super- 
preference power company customers, are accelerating their plans to 
build a REA-financed steam plant on the order of 20,000 kilowatts 
for which an REA loan of some $10 million will be required. 

The Bureau of Reclamation has indicated that there will be no 
additional power available for preference customers in the Western 
Division of the Missouri Basin after 1956 or 1957. If the block of 
firm power now under contract to the Mountain States Power Co. on 
a withdrawable basis were actually withdrawn for assignment to 
preference customers, it would be substantially sufficient to carry the 
cooperatives of the tri-State area through 1960 or 1961 

And if Interior’s proposed 24,000 kilowatt Glendo plant (in Wyo- 
ming) is authorized and constructed by 1960 or 1961, it is entirely 
possible that it would be unnecessary for the tri-State cooperative 
group to build a REA-financed generation plant for many years 
prov ided this new policy and mé arketing criteria are eliminated. 

The Department of the Interior has stated, under section 7 of the 
revised criteria, that 


The existing contracts of all preference customers end of those nonrreference 
customers thet serve communities which by long use have become dependent on 
such power, to the extent requested by the customer, will be amended to extend 
the ter thereof in accordance with item 1 of these mé¢ rer criteria, i. @., a 
maximum of 20 vears from the present time, end to eliminate, if included therein, 
the option of the United States to withdraw power “for service to other 


x* * * 


customers. 


And Assistant Secretary Aandahl has told this subcommittee, as 
I recall, that at the end of 20 years, those power company contracts 
would be renewed. Extended, this means in perpetuity, of course. 

This portion of the criteria is one basis on which the Department 
intends to reverse established policy by making firm power available 
to nonpreference customers on a long-term, nonwithdrawable basis, 
in those cases where the Secretary, at his administrative discretion, 
determines that such nonpreference customers serve communities 
which have become dependent on Bureau power. This is also the 
basis of our allegations that the Secretary is establishing a super- 
preference class of customer consisting of utility companies which will 
be granted full preference rights even to the exclusion of customers 
designated as preference agencies under the laws as passed by Congress. 

Power remaining available after existing contracts with preference 
and some nonpreference customers have been satisfied, will first be 
sold to preference customers which can be served through present 
transmission facilities and wheeling arrangements and any remaining 
will then be sold to nonpreference customers which can be supplied 
from the existing facilities and wheeling arrangements. 

The preference customers which cannot be served by existing trans- 
mission facilities or wheeling agreements are, therefore, apparently 
to be given lower priority than nonpreference customers which can 
be served from present facilities and wheeling agreements. This 
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will leave many of the relatively small farmers’ co-ops and power 
districts stranded. 

It is true that section 7 of the criteria specifically states that power 
available but not needed until a later time by preference customers 
will be reserved for them by selling it under short-term contracts so 
that it can be recaptured for reassignment to preference customers 
at the termination of these contracts. However, this provision is 
subservient to the provision which provides for the extension of 
present commitments to preference customers, and nonpreference 
customers at the discretion of the Secretary; and moreover, in the 
past, it has been practically impossible to accurately estimate the 
future needs of the rural electric cooperatives and power districts, 
so it would be most difficult for the Secretary to determine the 
amount of power ‘available but not needed until a later time by 
preference customers.’ If we can’t tell, how can he? 

Therefore, section 7 of the revised criteria specifically subordinates, 
in two instances, the needs of the preference customers to the require- 
ments of nonpreference agencies. First, section 7 (a) of the criteria 
provides that first priority on power will go to satisfy the existing 
contracts of preference and such nonpreference customers as the 
Secretary may designate to be entitled to it, to the exclusion of actual 
preference agencies, and section 7 (b) provides that nonpreference 
customers which can be served from the existing transmission system 
of the Government or through existing wheeling arrangements will be 
served before preference customers which cannot be served from exist- 
ing transmission facilities or through existing wheeling agreements. 

The CuarrMaN. In simple language, do I understand your testi- 
mony to be that if this criteria is carried out that in the last analysis 
it will mean the wrecking of a lot of REA co-ops? 

Mr. Euuis. I think, without question, that is certain to happen. 

Mr. Smiruey. Before we leave this subject of short-term contracts, 
approaching it for a moment from the viewpoint of the private utility 
company, | wanted to ask you your opinion of the desirability of the 
criteria from that viewpoint so far as the short-term contracts are 
concerned. As I understood the Assistant Secretary to testify, 
short-term contracts would run probably from 2 to 5 years. 

Mr. Euuis. Yes, sir. 

Mr. SmiruHey. Though that is not defined in the criteria. 

How is the private utility company to know whether at the end of 
that 5 years the power is to be withdrawn or not? 

Mr. Exuts. As we see it, there is no provision in the criteria for the 
power company to have such notice, unless of course the notice is 
actually given some time in advance. But if that is going to be done, 
then why not have the withdrawable clause? 

Mr. Smiruey. You are right back to the withdrawal clause. 

Mr. Exuis. That is right. Otherwise, the Department of the Inte- 
rior and the power companies are going to be in constant series of 
negotiations, because hardly would they get one 2 or 3 contract signed 
until they would need to start working on a second one. The power 
companies would have to actually anticipate they would not get the 
power at the end of the 2- or 5-vear contract so they could make 
provision for that capacity elsewhere. 
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Mr. Smrruey. In your experience with electric utilities, would you 
tell the committee exactly how much notice you feel would be required 
under the short-term contracts to the private utility company? 

Mr. Exits. The test should be exactly the amount of time that it 
would take to construct that capacity elsewhere. 

Mr. Smiruey. And how long would that normally be? 

Mr. Exxis. Depending upon the size of the load, from 18 months 
to 3 years or more, I would say, depending upon whether it would be 
built in large steam units or small, in hydro units, large or small. 

Mr. Smiruey. That would be roughly 1% to 3 years. 

Mr. Exuxts. I am not an electrical engineer and I am not intimately 
familiar with that phase of the industry, but from our experience in 
constructing our own plants that is my impression. 

Mr. Smirnery. Does that not run very close to the number of 
months and years required under the withdrawal clause? 

Mr. Exuts. Yes, sir. It is my opinion that those months and years 
required in the old withdrawal clauses were geared to the same test 
for the same reason. 

Mr. Smiruey. So that if _— the short-term contracts one was 
entered into for a period of 2 years, it would be likely that notice 
would have to be given to the sole ate utility company within 6 months 
after the contract was first established? 

Mr. Euuis. Yes, sir; maybe on the ds ay it 1s signed. 

Mr. Smirney. Thank you. 

Mr. Exuts. Maybe it ought to have been given the year before. 

There is certainly no way of determining what future administra- 
tions may prescribe in the way of new transmission facilities or wheel- 
ing agreements. And to commit power on a long-term nonwith- 
drawable basis to nonpreference companies which can be served from 
present facilities to the exclusion of preference agencies which cannot 
be so served is the second violation of the law under section 7 of the 
criteria, as we understand it. 

3. Average water year: The rural electrics feel that by establishing 
the arbitrary level of average water year system capability as the 
maximum point to which the Bureau hydro system will be firmed up 
by purchase of steam energy, the criteria denies the preference cus- 
tomers firm energy which they need and which might be made avail- 
able from the project, thereby making additional usable peaking 
capability available to commercial power companies. 

Thus, Interior’s new criteria would deny the legally designated 
preference customers needed energy and capacity and give same 
to the Interior-designated superpreference customers. The Depart- 
ment has not made available any studies which indicate that the 
average water year situation which they have chosen as the maximum 
limit on purchase of steam energy bears any relationship to the point 
at which the maximum economical amount of firm energy can be 
made available from the Missouri River Basin system. Indeed, I 
believe their officials have told this subcommittee that no such studies 
have been made. 

There has been some talk of icing conditions on the river and other 
indeterminate factors which may affect the amount of firm power 
and energy that can be made available from the Federal system. 
We are told that although the criteria calls for purchase of thermal 
energy to the maximum extent that the average water year capability 
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of the system will not be exceeded, future operating experience may 
indicate that it is desirable, economically, to purchase more or less 
thermal energy than is indicated in the criteria. If the Department 
is unable to obtain accurate data upon which to base criteria for the 
purchase of thermal energy, then we suggest that no arbitrary limit 
be set upon such purchases, 

We have tried to cooperate. Many people have asked why the 
Rural Electrification Administration, the rural electric cooperatives 
and power districts, and the Congress were not consulted in the 
formulation of the new Interior power policy and Missouri Basin 
criteria. The REA Administrator, Mr. Nelson, has always expressed 
his willingness to cooperate in the working out of Federal power 
problems, and our national officers, board of directors, and I repre- 
senting over 90 percent of the rural electric systems, have expressed 
to President Eisenhower, Secretary McKay, Assistant Secretary 
Aandahl, and others of the administration, a desire and an eagerness 
to work with them on power policy matters. 

New policies are contrary to platform and Ike’s statements: The 
next week after the new administration come into power last year, in 
my report to more than 4,000 of our people assembled in their national 
annual meeting in San Francisco, I reviewed both the Republican 
platform and President Eisenhower’s campaign statements witb refer- 
ence to rural electrification and the Federal power program. I assured 
them that they had nothing to worry about if the pledges were carried 
out. I said: 

* * * The majority party’s national committee has done a research job for 
us on the successful Presidential candidate’s speeches, selecting everything he 
said on rural electrification and related subjects. Result: As far as we can see, 
he simply supported the platform. 

And what did the platform say? e 

The CuarrmMan. You are talking about the Republican platform? 

Mr. Euuis. Yes, sir. 

I quote this paragraph: 

‘‘We support the principle of bona fide farmer-owned, farmer-operated cooper- 
atives and urge the further development of rural electrification and communica- 
tion, with federally assisted production of power and facilities for distribution 
when these are not adequately available through private enterprise at fair rates.’ 

Does the platform sound like the end of rural electrification? 

On the question of Federal power, I quote again from the platform: 

“We favor continuous and comprehensive investigations of our water resources 
and orderly execution of programs approved by the Congress. Authorized water 
projects should go forward progressively with immediate priority for those with 
defense significance, those in critical flood and water-shortage areas, and those 
substantially completed.” 

And at Portland, General Eisenhower, said: 

‘“‘We must be watchful that no special interests do irreparable harm to our 
watersheds by improper exploitation.” 

In other addresses, he said the river development programs will go 
forward. 

But I also predicted that grab-thirsty financial interests, mostly of 
New York-New England, who now own enough of the voting stock 
of practically all the major power companies of the United States to 
control them, would try to take advantage of the situation and seek 
to convince the administration, the Congress, and even the American 
people that there had been a mandate to drastically change these 
programs, too. There was no such mandate. 
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So you can imagine our series of shocks when the new Interior power 
policy was announced in August, when the new criteria was announced 
in September—also much further than we had ever dreamed—and as 
Interior’s big propaganda guns were trained on the program on which 
we had relied, on the programs supported in the majority party plat- 
form and in the winning candidate’s speeches, and on the programs 
enacted by Congress. You can imagine our further shock when high 
Interior officials then trained their big guns on rural electrification 
leaders themselves. 

Note this quotation from Assistant Secretary Aandahl’s address at 
Fargo, N. Dak., on September 29, 1953: 


It is time that we get away from the idea of giving power away at taxpayers’ 
expense for the purpose of stimulating local public power and later its absorption 
by the Federal Government in an objective headed toward ultimate complete 


Federal Government monopoly of power 


It. is difficult for me to imagine a greater distortion of the truth in 
so few words 

Monopoly charges—personal attacks: Then note these statements in 
Mr. Aandahl’s prepared speech at our 12th annual meeting of the 
rural electric systems in Miami, Fla., January 11-14, 1954, referring 
to a statement which I had made in a speech at Portland, Oreg., on 
November 17, 1953: 


These opinions 
referring to my statements 


certainly point in the direction of a strong trend toward Federal monopoly of the 
electric power business * * * 

* * * T am deeply disturbed when I see those who even at this early stage are 
crusaders for a Federal power monopoly try to use the rural electric cooperatives 
and their associations to foster Federal yponopoly * * * 

Isn’t that a ridiculous statement? 

His broadside attack made our people furious. 

Furthermore, in testimony before this subcommittee the next week 
after Mr. Aandahl.spoke at Miami, Interior Department solicitor, 
Mr. Clarence Davis, in his prepared statement said: 

It should be repeated in closing that the true difference between the witnesses— 
speaking of the rural electric cooperative witnesses— 


and the Department is that the witnesses are insisting upon the unlimited con- 
struction of Federal facilities, for unlimited times in the future, to provide what- 
ever power they may want, when, as, and if they want it, for the benefit of their 
particular group; whereas, it is the view of the Department, in conformity with 
the acts of Congress, that the Department is only engaged in the marketing of 
such electric energy as is produced advantageously in the construction of Federal 
projects; and that the Department could not, if it wished, commit the Congress 
toward the unlimited appropriations demanded by the witnesses; that the view of 
the witnesses leads inevitably to the complete federalization of the electric indus- 
try in the areas in which the Federal Government assumes a utility responsibility, 
and it is the view of the Department that the less Government there is in Wash- 
ington and the more control there is in the areas to be served, tne better in the 
long run the areas will be. 


This statement contains so many misstatements of fact that it 
would take a long while to answer them. Categorically, let me say 
that our people to whom Mr. Davis referred are not 


insisting upon the unlimited construction of Federal facilities, for unlimited times 
in the future * * * for the benefit of their particular group. 
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And let me deny categorically— 
that the views of the witnesses lead inevitably toward the complete federalization 
of the electric industry * * * 

The CuarrMan. That is what some of them referred to as creeping 
socialism? 

Mr. Exuis. I suppose so. Those statements which I have quoted 
here from Mr. Davis, from the record, are untrue and unfair. 

Neither the National Rural Electric Cooperative Association nor 
any of its leaders, nor any of the farm consumers, nor any responsible 
official of the Federal Government has, to my knowledge, ever advo- 
cated a Federal monopoly of generation, transmission, or distribution 
of electrical energy. Would we advocate our own destruction? 

Mr. Smriruzy. In order to make it clear, your organization has 
never advocated a Federal monopoly of generation? 

Mr. Exuis. No, sir. 

Mr. Smirney. It Jas never advocated a Federal monopoly of 
transmission? 

Mr. Exuis. No, sir. 

Mr. Smiruny. It has never advocated a Federal monopoly of 
distribution of electric energy? 

Mr. Exits. No, sir. 

Mr. SmirHey. Thank you. 

Mr. Exuuis. I would emphasize that the Federal Government does 
not sell electricity at retail but simply supplies the wholesale needs of 
large-scale wholesale customers. This is true even in TVA. More- 
over, both Federal Power Commission and Edison Electric Institute 
statistics show that during the fiscal year 1952, the investor-owned 
utility companies generated 80.7 percent of the total electrical energy 
produced in the United States. 

During the same time, Federal agencies generated only 13.1 percent, 
municipal systems 4.5 percent, and cooperatives and public-power 
districts 1.7 percent. In the field of electric power distribution, the 
extent of the power-company monopoly is about the same. ‘Thus, 
the question would appear to be not one of whether the country is 
endangered by any Federal monopoly of power production and dis- 
tribution facilities, but rather the extent to which it is endangered 
by big company and big company-combine monopoly. 

The CHarrMAN. By that you mean trusts? 

Mr. Exuts. Yes, sir; the power companies and combinations of 
power companies which dominate and monopolize both the generation 
and distribution of power in the United States. 

This personal attack by the chief legal officer of the Interior 
Department on the honor and intentions of the farm witnesses and 
their chosen representatives who have appeared before this subcom- 
mittee on behalf of the people in the Missouri Basin, is a complete 
distortion of the opinions they expressed here and represents a vicious 
and unscrupulous effort to impugn their motives and detract from the 
validity of the facts they have offered in evidence. It seeks to tag 
them with a name. It is not possible for me to tell you the depth of 
the farm people’s reaction to the statements of Mr. Aandahl and Mr. 
Davis. 

This is something new in my experience when officials go out of 
their way to attack the people—and particularly the farmers in this 
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case, many of whom have not yet enjoyed the benefits of the electric 
age. These bitter personal attacks on those of us who have tried in 
good conscience, and by their direction to explain to our people the 
meaning for them of the Interior Department’s new power policy and 
the Missouri Basin marketing criteria, are without precedent, so far 
as I know. The farmers themselves resent the attacks and resent 
being labeled as supporters of a Federal power monopoly in the 
United States. 

While the rural electric systems do not advocate a Federal power 
monopoly—that would be one extreme—neither do they propose to 
stand idly by while our country’s natural resources which belong to 
all the people are turned over to commercial interests for their selfish 
exp Jloitation that would be the other extreme. We do not intend 
to remain silent while the partnership between the Federal Govern- 
ment and the rural electric systems which has guaranteed our people 
a source of wholesale energy at reasonable rates over a long period of 
years, is destroyed. 

U; less the Federal Government continues al active program of 


de el ping aa ldit LO! al | vdroele trie fac ilities, interconnecting them 
with federally owned transmission facilities, and delivering firm 
power trom these proje ets to the load centers of the preference custo- 
mers, the yardstick of Federal power will be lost, the preference pro- 


visions of the law will beceme ineffective and, to the extent that the 
rural-electrification program has depended upon its partnership with 
the Federal Government for a source of wholesale energy, it will be 
destroyed 

Mr. Smirney. How much have they depended upon that coopera- 
tion? You say “to the extent.” How far would you say they have 
depended upon it? 

Mr. Exits. Mr. Smithey, in the sparsely settled areas of the West, 
in the low-income areas of the country, particularly in the Seuth and 
aad Southwest, rural electrification was long delayed because there 
was no ample source of wholesale power at rates the systems could 
afford to pay. Only after Federal power became available actually 
and directly to the rural-electric systems, or only because of those 
instances where it is influenced to bring down the cost and cause the 
companies to make power available in greater quantities, was the 
program able to proceed. 

The rural electric systems are depending now upon the Federal 
Government directly for power to the extent of, I believe, about 29 
percent of their total needs, but I would like yeur permission to correct 
that figure upon checking. 

The CuarrMan. It is granted. 

Mr. Exuis. I would also say further, in reply to your question, that 
there are many areas of the country where it simply has not been pos- 
sible to either purchase power from the Federal Government or to 
combine federations of rural electric cooperatives in order to generate 
their own power. Therefore, the Federal Government has been the 
salvation of the wholesale supply situation in the rural electrification 
program in many States and in sparsely settled and low-income areas 
of many States of the country. We are greatly dependent upon the 
Federal Government as a source of supply. 

The reaction of the rural people to the new power policy and 
marketing criteria is, despite all charges of agitation, spontaneous in 
origin and arises from the grassroots. 
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Conclusion: I, therefore, submit that Interior’s new power policy 
and marketing criteria, and the statements and actions of its officials 
based on them, are strong evidences that the Federal wholesale power 
program of the United States, which has done so much for the farmer, 
the housewife, the businessman, and city worker, and but for which 
we might not have won World War II, is now to be starved, stunted, 
dismembered, and discredited. 

If the Communists are planning an atomic war against our homes 
and factories and way of life, as many of us fear, they must be smiling 
at all of this. 

Gentlemen, I appeal to you and to the whole Congress to stop this 
catastrophe before it is too late. 

Rural electric system resolutions: Now I would like to submit for 
the record and read to you a few of the many resolutions which our 
people have passed bearing upon these new Interior policies and 
marketing criteria. 

First, two resolutions adopted last Friday at a meeting of the rural 
electric cooperatives of Missouri at Jefferson City, marked ‘Exhibits 
A and B,”’ the first protesting Interior’s abolishing of SPA; and the 
second declaring their position to be against monopoly in any form 
in the electric industry. 

Then three resolutions (exhibits C, D, and E) adopted by the 
representatives of the rural electric systems of the United States in 
their national annual meeting at Miami, Fla., January 13-14, 1954. 
More than 5,000 rural electric systems representatives were there. 

The CuatrMan. Those were adopted after Mr. Aandahl had talked? 

Mr. Exits. That is right. 

There was a great deal of discussion about these resolutions. They 
were all adopted unanimously. 

The first of these resolutions (exhibit C) adopted on January 13, 
grew out of the meeting spontaneously before time for presentation 
of resolutions and was voted upon by all of the people present, con- 
demning Assistant Secretary Aandahl’s attack on our people and on 
their executive manager in particular. 

The next of these resolutions (exhibit D) was presented by the 
resolutions committee on January 14, also condemning Mr. Aandahl’s 
attack. The last of these resolutions (exhibit E) condemns Interior’s 
new power policy and marketing criteria. 

The Chairman. Why did you pick on Mr. Aandahl? Why did you 
not make the attack on Mr. Eisenhower, the man who put these men 
in charge of this program? Why pick out the hired men when the 
President promised certain definite things in his campaign? 

Mr. Exuis. Mr. Chairman, I of course cannot speak for our people, 
but I have the impression that our people feel that the Department of 
the Interior is not keeping faith with the platform, the Republican 
platform of last year, or with what General Eisenhower stated time 
after time with regard to the rural electrification and Federal power 
programs in his addresses. 

The Caatrman. But Mr. Ellis, Mr. Aandahl, or Mr. McKay are 
not the men that made the promises. The promises were made by 
the man who was the candidate for President of the United States. 
He can remedy that situation tomorrow, can he not, if he wants to? 

Mr. Exuis. Yes, sir. 








558 POWER POLICY 


The CuHarrman. Why should you attack Mr. McKay or Mr. 
Aandahl, two hired men, when the man responsible directly is the 
President himself? 

Mr. Exuts. I do not disagree with your point, Senator, but it is 
very difficult for us generally inarticulate farm people to be able to 
reach the President of the United States, to be able to say to him what 
we think is really happening here. I wish it were possible for the 
Congress of the United States to adequately call to President Eisen- 
hower’s attention what is happening. I doubt if he knows what is 
happening 

The CuHarrman. He should know; he is President of the United 
States; is he not? 

Mr. Exuis. Yes, sir. 

The CHarrman. Is that not his job, to know what is going on and 
especially something affecting millions of people? 

Mr. Exuts. I agree it is. I agree he should know. I believe that 
he should act. 

The CHAIRMAN. Supposing you got rid of Mr. McKay and Mr. 
Aandahl. The President could promptly appoint two other hired 
men who would go right along carrying out the criteria laid down by 
Mr. McKay and Mr. Aandahl; is that not true? 

Mr. Euuis. Yes, sir. We fear it is true, also, because there are great 
forces behind this thing still further on back to the financial centers 
of New York, New England, who now control the power companies 
which are merely tools any more for doing what the financial interests 
want done in terms of profits and in terms of monopoly. 

The CuarrmMan. Of course, the Senator from North Dakota simply 
cannot understand why over at Miami when these REA delegates met, 
five or six thousand of them, they would attack two hired men. As a 
matter of fact, the man to blame is the President himself. 

Mr. Exuis. Senator Langer, may I read you these resolutions, and I 
believe that you will not feel that they were intended as any attack 
upon Secretary McKay and Assistant Secretary Aandahl when I have 
read the resolutions. 

The CHarrMan. Go ahead. 

Mr. Exuis. First I would like to read these Missouri ones passed 
last week. 

Exursit A 


RESOLUTION ApopTED BY Missourr STATE RuRAL ELECTRIFICATION ASSOCIATION, 
JEFFERSON City, Mo., Fespruary 26, 1954 


Whereas the 250,000 farmers of Missouri and in the Southwest area, through 
their rural electric cooperatives, have developed comprehensive plans for co- 
ordinated use of the federally produced, hydroelectric power from multipurpose 
dams; and 

Whereas the feasibility of tens of millions of dollars in REA loans, to generation 
and transmission cooperatives and to distribution cooperatives, is predicated on 
legal and binding contracts with Southwestern Power Administration, incorporat- 
ing these plans; and 

Whereas the Department of the Interior has allegedly issued an order, which 
abolishes the Southwestern Power Administration by name, reducing it to merely 
a division of the Department, eliminating many of its cooperative services to 
the people of the area and ultimately reducing it to an 86-employee group: Now, 
therefore, be it 

Resolved, That the Missouri State Rural Electrification Association, in its 17th 
annual membership meeting, this 26th day of February 1954, does hereby con- 
demn this action by the Department of the Interior as a step that will lead to the 
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ultimate withdrawal of the Federal Government from its proper function as @ 
custodian of the people’s power resources in the Southwest and pave the way for a 
private power monopoly; and be it further 

Resolved, That we respectfully urge the Congress to repudiate this unwarranted 
abolition of the power marketing agency in the Southwest. 


Ixuipit B 


Missourt STATE RurAL ELECTRIFICATION ASSOCIATION, 


JEFFERSON Crry, Mo., FeBruary 26, 1954 


RESOLUTION ADOPTED BY 


Whereas the rural electric cooperatives, scattered across the United States and 
its territories, voluntarily support many projects, which are, by acts of Congress, 
intended to be sources of low-cost hydroelectric powel! for consumer-owned 
groups and others and 

Whereas it has been charged by implication and by public statement, that 


those who represent the rural electric cooperatives are attempting to foster a 
Federal power monopoly: Now, therefore, be it 

Resolved, That we affirm the position of rural electric cooperatives to be that 
of opposition to monopoly in the electric power industry in any form whether it 
be by pul lie groups, the Federal Government, or the commercial utilities; and 
be it further 

Resolved, That we see no trend toward monopoly other than that by the com- 
mercial utilities, inasmuch as less than 15 percent of the total generation, nation 
ally, is by the Federal Government and less than 1 percent by Rural Electric 
Cooperatives: and be it further 

Resolved, That we stand unitedly on the laws of the land, which date back 
nearly 50 vears, and provide for the conservation of our natural resource and 
their full utilization by all the people 


Now, the first of the resolutions passed at Miami. 


Exuipit C 


RESOLUTION ApbopTED AT THE 121TH ANNUAL MEETING NATIONAL RURAL 
ELEcTRIC COOPERATIVE AssocraATION, Miami, Fuia., JANUARY 13, 1954 


Whereas on Tuesday of this week the Assistant Secretary of the Interior, Fred 
G. Aandahl, by direct statement and implication, charged that our executive 
manager, Clyde T. Ellis, together with others, was exploiting this association 
for the purpose of promoting a Federal Government monopoly of the electric 
power business in America; and 

Whereas such charge has absolutely no basis in fact; and 

Whereas on the contrary, the facts, as Mr. Aandahl surely knows, are that this 
association, its members cooperatives, its individual officers and board members, 
and particularly its executive manager, Clyde T. Ellis, are and always have been 
unreservedly opposed to all forms of monopoly, whether public, Government or 
private: Now, therefore, we, the members of the National Rural Electric Coop- 
eration Association, in national meeting duly assembled, do hereby 

Resolve, That we resent and will vigorously oppose Mr. Aandahl or any other 
person or persons who attempt by such charges to regulate our thinking, to divide 
our interests, and to destroy our unity; and be it further 

Resolved, That the members of this association do here and now approve, 
confirm, and commend the past actions of our national board of directors, our 
officers, and our executive manager, Clyde T. Ellis; and that we shall continue 
to stand firmly and unequivocally behind them to the end that, through their 
service, the welfare of the rural people of America will be advanced and improved, 
and our democratic way of life thereby strengthened. 


That was the one that arose spontaneously from the people there. 
Here is the one that came from the resolutions committee. 
ExuiBit D 


RESOLUTION UNANIMOUSLY ADOPTED AT NATIONAL RURAL ELEcTRIC COOPERA- 
TIVE ASSOCIATION 12TH ANNUAL MEETING JANUARY 14, 1954, Miami, Fua, 


Wheress we have heard with interest and respect the statement meade by Fred 
G. Aegndeshl, Assistent Secretary of the Interior, issued for release January 12, 
1954, and presented at this annual meeting of members, which seems to take out 
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of context the quotstion meade by Executive Manager Clyde T. Ellis, relating to 








the ares of the Pacific Northwest dis a completely factual stetement there, and 
uses the statement to imply the s as made with nations! avplieation: end 

Whereas the construction ¢ en | the Assistant Secretary is 2, distortion of the 
whol tatement hen he seavs ar deeply disturbed when I see those who 
even at this early stece are er lers for x, Federal power monopoly try to use the 
rural electric cooperatives #1 their associations to foster Federal monopoly,” 
I ation and ¢ erent i I har this or anization, its member svstems, 
and its Executive Menager with the intent and purpose of creating a Federal 
} eT i I 1 

Wher t apparent charge nd implication was immedistely, personally, 
and direct fiited the ¢ t anecer for himself, and for this as: ociation, 
and its me ( 3 1 

Whereas the long establis 1 policy and practice of this Association and its 
exe tiv manager has hee t 7 ent a monopoly f electric power by either 
public or private interests for benefit of all the people Now, therefore, be it 

Pp ved That we do cat ieall ‘ and repudicate the implication made 
that the National Rural | + Cooperative Association, its members, or its 
executive manager, have been ‘‘crusaders for Federal power monopoly” since the 
iImplicat unwarranted, unfair, and completely without factual basis: and be 
it further 

Resolved, That we do commend and uphold, without reservation, our executive 
manager for his consistent and long-established endeavor to prevent monopoly 


on the part of any entity, ia the vital field of electric power, and to him we do 
extend our undivided support in the continuation of that endeavor; and be it 
further 

Resolved, That we do state to Assistant Secretary Aandahl and any others who 
might, under misunderstanding of our purposes, express similar conclusions, that 
it is the intent and the compelling purpose of this association and its members and 
personnel to cooperate fully with the Department of the Interior, and we solicit 
the study and understanding of our long established and effective effort and 
interest for a fuller development and use of electrical power throughout the country 
with mor opoly to none 


Then the final resolution bearing upon the policy and criteria. 
Exuipit E 


RESOLUTION ADOPTED AT THE 12TH ANNUAL MEETING, NATIONAL RuURAL 
ELectRIC COOPERATIVE AssocIATION, MiamI, Fua., JANUARY 14, 1954 


Whereas the new Interior power policy for the country and the new Missouri 
Basin power marketing criteria—which is an extension of that policy in the 
Missouri Basin—strike at the heart of the rural electrification program in every 
State where the rural electric systems now purchase, or expect to purchase in the 
future, federally generated power; and 

Whereas the new Interior power policy calls for the building only of multi- 
purpose dams which others will not build—which means the choice sites will go 
to the commercial power companies—and calls for the building of fewer trans- 
mission lines—which means that the power companies will buy more of the power 
at the bus bar to the exelusion of the rural electrics; and 

Whereas the marketing criteria started as an all-out attack to the extent that 
the claimed powers of the Secretary of the Interior would allow, and even as 
revised under date of December 11, 1953, still constitute an apparent, deliberate 
and direct attack upon the preference clauses of Federal marketing statutes, 
which are so important to the farmers of this country; and 

Whereas the criteria will cause irreparable damage to our rural electric systems 
by 

1) Arbitrarily limiting the amount of firm power available to preference 
customers to an inefficiently low standard, thereby also reducing Government 
revenues at the expense of the preferred customers and the Government; 

2) Refusing to give preferred customers contractual protection without the 
payment «f penalties so heavy that it would destroy the financial stability of 
many rural System 

3) Providing for long-term contracts with nonpreference customers without 
a withdrawal clause, in abrogation of preference rights granted by law to our 
rural systems; 
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(4) Limiting the area of service and thereby making it imppssible for some 
preference customers ever to receive any Government marketed power; 
(5) Officially ending the “‘postage stamp”’ rate which provided that all customers 
pay the same price regardless of distance from the dam; and 

6) Introducing a minimum annual capacity charge that is both unnecessary 
for the protection of the Government and costly to the rural electric systems; and 

Whereas the Department of the Interior has also announced that it will not 


continue its long-established policy of insisting that the cost of power produced 
In m ultipur ‘pose projects be determined on an incremental cost or equitable pro- 
portionate cost b . but will leave cost allocations to the agencies which build 


he projects meaning higl er cost to the rural electries because of formulas applied 


by the other agencies; an 


Whereas these changes in well-established power policies which have operated 
‘essfully in the past are unwarranted and have been adopted without consulta- 
tion with the chosen representatives of the people and rural systems involved; 
and therefore constitute an apparent deliberate attempt to damage our rural 
are therefore, | it ; 

Resolved, That we, the delegates to the annual meeting of the National Rural 
Electric Cooperative Association, meeting in Miami, Fla., January 14, 1954, 
strongly condemn this new policy and marketing criteria of the Department of the 
Interior; and that we pled re ourselves to use every effort to defeat this attempt to 
cripple our fine progran >and that we do hereby request the Secretary of the In- 
terior to withdraw immediately the policv and marketing criteria and to make no 


changes in established power policies affecting our rural systems vithout prior 
consultation with the representatives of the rural systems, chosen by them for 
that purpose 

The Secretary is instructed to send copies of this resolution to (1) the Presicent 
of the United States; (2) every Member of Congress, and (3) the Secretary of the 
Interior. 

The ¢ CuHarrRMAN. May I say, Mr. Ellis, that the resolutions do not 
appear very strong to the Chairman of this committee. Nowhere 
in ons resolutions do you cite the promises made by the Republican 
Party that you read just a few moments ago. Is that not true? 

Mr. Exuis. That is true. 

The CHatrMan. Why were they not put in, do you know? 

Ir. Exuis. I cannot say why. 

The CuarrMan. Here is a party that, when it was looking for votes, 
made definite promises to the American people. Those promises 
are not being kept, is that right? 

Mr. Euuis. That is right. 

The CuarrMan. Why didn’t the delegates say so when they met 
down there in Miami? Can you tell the Chairman? 

Mr. Euuts. No, I cannot tell you. But I know they were con- 
scious of the promises made because they have been several times 
reviewed. Perhaps they were assuming everybody else was con- 
scious of them, but I cannot say why they did not put them in the 
resolutions. 

The CHarrMAN. it strikes the chairman of this subcommittee that 
these delegates had in their keeping the welfare of the farmers and 
the farmers’ wives. They would get an extension of REA, keep what 
they had already gained during these past years in their homes, at 
resident rates. From your testimony, I take it you say these rates 
are going to go higher. That is according to the testimony presented 
by Mr. Aandahl een, You claim that some of these REA’s are 
going to be wrecked, or ‘‘stranded”’ is the term you used a while ago. 
For the life of me, I cannat see why that was not brought fore ibly to 
the attention of the American people, particularly the American farmer 
who is relying upon those delegates down there in Miami to protect 
his interests. 
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You have a.lot of words and paragraphs, and what you say may be 
absolutely true; but instead of coming out squarely and placing the 
responsibility where it belongs, namely, on the Republican Party 
if you have a two party system, why not use it? The Republicans 
promised one thing and the Democrats promised another thing. Was 
it campaign oratory to get votes O! did they really and seriously intend 
to carry out the promise made at the time when candidate Eisenhower 
wanted support? 

You blame Mr. Aandahl and Mr. McKay, two hired men. Both 
of them can be fired overnight. Yet you leave the head man who, if 
he does not know, ought to know what is going on and ought to know 
what the American housewife and American farmer are facing by 
these criteria and eliminate any criticism of him whatsoever. To me 
it just does not make sense 

Mr. Exuts. I do not disagree with you, but I do not think that 
our people meant to do anything. ‘The most that they could do to 
get this thing adjusted and to call to the attention of everybody the 
plight they are in—if they fail to state it correctly, if they fail to state 
the issue as it should have been stated, then I am afraid it was a mis- 
take of the head and not the heart because they are a determined 
people and they feel very helpless in this situation. 

The CuarrMan. Is there any other witness here this morning? 

Mr. Smirngy. Yes; Mr. Alex Radin. 

The CuarrMan. I want to thank you for vour very fine statement, 
Mr. Ellis. I think you are doing a good job for the people whom 
you represent and doing a fine job for the American farmer. 

Mr. Evuis. Thank you 

The CyarrMan. I think I can pledge on behalf of this committee 
that we will give you all the assistance we can to protect the rights 
of those people who are using rural electricity. 

Mr. Exiuis. We want to thank you personally and all of the com- 
mittee for the excellent job you are doing in holding this investigation. 

The CuHatrMan. Do you solemnly swear the testimony you are 
about to give in this pending matter will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Rapin. I do. 


TESTIMONY OF ALEX RADIN, GENSRAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Smiruey. State your full name, address, and occupation for 
the record. 

Mr. Rapin. My name is Alex Radin. I am general manager of 
the American Public Power Association located at 1757 K Street 
NW., Washington, D. C. 

Senator, we are a national organization representing over 700 local 
publicly owned electric utilities, primarily municipal systems and 
public utility districts, and some State-owned systems in 38 States 
and Porto Rico. Under various acts of Congress all the members of 
our association are entitled to a preference status in the marketing of 
Federal hydroelectric power by the Department of the Interior. The 
American Public Power Association therefore has a direct interest in 
the power marketing policies of that Department. 
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I will confine my testimony today to the Missouri Basin power 
marketing criteria, but to provide a framework of reference for the 
remarks which follow, I would like to point out that our association 
repeatedly has gone on record in support of the preference clause in 
various Federal statutes which provides that public agencies and rural 
electric cooperatives shall receive preference in the marketing of 
federally develope d hydroe lectric power. 

As you know, as early as the Reclamation Act of 1906, the Congress 
established a policy of giving preference to ae al public agencies in the 
marketing of Federal hydropower. Since that time, Congress has 
reaffirmed and strengthened this saa on at least 12 different 
occasions, and has also extended the preference provision to cover 
rural electric cooperatives. 

The reason for this provision is clear: Congress rightly felt that the 
people, through their own nonprofit agencies, should have first access 
to power developed at a public resource, through public funds. 

Through the years this policy has brought great benefits to electric 
consumers throughout the Nation. Electric power — have been 
lowered not only in those areas where public power has been distributed 
in this manner, but rates have likewise been reduced by private power 
companies in adjacent areas 

The oe Water Resources Policy Commission, in a report 
published in 1950, presented a highly significant table showing how 
wholesale oe charged by private power companies to rural electric 
cooperatives had been steadily lowered in those areas where there 
had been public power development, and when such power had beet 
marketed in accordance with the preference provisions. However, 
there was no corresponding reduction in wholesale rates to the rural 
electric cooperatives in areas, such as the Northeast, where there has 
been no public power development. 

It is well to note that the preference clause has by no means resulted 
in the exclusive sale of Federal power to the preference customers. 
As a matter of fact, in the fiscal year 1952, municipalities purchased 
only 26.8 percent of all Federal power, while public utility districts 
and other local public agencies received a total of 10.5 percent of 
Federal power. All local public agencies therefore received only 37.3 
percent, while an additional 5.9 percent of the Federal power was sold 
to the rural electric cooperatives. The Federal Government used 
for its own purposes 11.8 percent of the Federal power, while private 
utilities bought 20.7 percent and aluminum and other industries 
obtained 24.3 percent. 

I cite these figures to show that the preference clause, after being in 
effect for approximately 50 years, has far from resulted in monopoliza- 
tion of power by the preference customers. Together, the private 
power companies and the industrial customers are obtaining today 
somewhat more power than the local public agencies and rural elec- 
tric cooperatives combined. 

What the preference clause has done, however, is prevent the virtual 
monopolization of Federal power by the private power companies. 
For if there were no preference clause, and if Federal power were sold 
at the dam site to those who could come and get it, we would find that 
practically all of this power would be going to the private power 
companies, with very little to the public agencies. This is because of 
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the fact that not only would legal restrictions in many cases prevent 
the local public agencies from building transmission lines to the bus 
bar, but even more important, the size of the local public agencies 
would make such a practice prohibitive. Even the average class A 
and B municipally owned electric systems (those with gross revenues 
of $250,000 or more a year) are only about one-tenth the size of the 
average ( | iSS \ and B private powel companies, and except for a very 
few instances, the public agencies could not begin to finance the cost 
of building long transmission lines 


lt has therefore been essential to have a preference clause, not only 
because of the equity of the law itself, but also to permit the local 
public agencies to obtain a fair share of this invaluable resource 
shortly after the Missouri Basin power-marketing criteria were 
nnounced on September 9, 1953, the board of directors of our associa- 
tion, ata regularly scheduled meeting, discussed the various provisions 
of these criteria (s an outgrowth of this discussion I submitted our 


views to Secretary of the Interior Douglas McKay in a letter dated 
October 14 1953 

The C | ild like to have ‘ead the letter ’ 

Nhe CHarrMan. | would like to have you read the letter now. 

Mr. Rapin (reading 


Dear Mr. Mckay: This association is greatly interested in the power market- 
ing criteria for the Missouri Basin which were issued recently by your Department. 
These criferia have been studied carefully, and were the subject of discussion at a 
recent meeting of the board of directors of the association. 

According to our understanding of the criteria, they present several marked 
differences in policies, such as 

1. The Department formerly maintained a policy of entering into comparatively 
short-term contracts with nonpreference customers, and provided that power 
could be withdrawn from the nonpreference customers to meet the growing needs 
of the public agencies and rural electric cooperatives. Your Department now 
indicates its intention of entering into 20-year contracts with private power 
companies for the power remaining after the immediate needs of the preference 
customers are fulfilled. No provision is to be included in such contracts giving 
the Government the right to withdraw power from the nonpreference customers 
to meet the needs of the preference customers. 

2. Under the new criteria, preference customers are being permitted only 90 
days after the announcement of availability of power to apply for such power. 
Because of the substantial demand charges, preference customers, in effect, are 
being limited to contracting only for their immediate needs. 

3. The new criteria establish a new order of priority for the marketing of 
Federal power, as follows: (a) Present power commitments, (b) requests of 
customers which can be served from present facilities and arrangements, and 
(c) requests for power requiring new facilities or arrangements. 

Although there are other important innovations in these criteria, the ones 
enumerated above represent the major changes which, in our opinion, will 
a‘iversely affect the local public agencies which are members of this association. 
It is our belief that our interests will be affected in the following ways: 

1. Applying a preference only at the time power is made available will redound 
to the benefit of the private utilities and to the disadvantage of the preference 
customers. This circumstance arises primaiilv from the fact that the preference 
customers are characteristically smaller than the privately owned power com- 
panies. For example, the most recent statistics of the Federal Power Commission 
indicate that,.in almost every category the class A and B local publicly owned 
electric systems (those having gross annual electric revenues in excess of $250,000) 
are only about one-tenth the size of the privately owned class A and B utilities. 


The class A and B municipally owned systems represent the smaller 
number of those. There are about 2,300 municipally owned utilities 
throughout the country, and the class A and B, the larger ones, are 
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only about 300 or so. All the remaining are class C and D which 
are small utilities in small towns. 

The average local publicly owned utility has about 14,000 customers while the 
average privately owned system serves about 122,000 customers. In kilowatts 
of capacity, the average publicly owned utility has an installed capacity of 


approximately 18,000 kilowatts, while the privately owned system has over 
200,000 kilowatts. In this connection, bear in mind that this comparison is only 
between class A and B utilities, and that the vast bulk of the publicly owned 
utilities are class C and D utilities, and are therefore considerably smaller An 
industrvwide compa } 
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han the figures above indicate | 


s to be propor- 





tionately even smaller ft average rural 
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Because of this factor of size, the publicly owned utilities can commit them- 
elves initially to relatively small blocks of power; whereas, the far larger privately 
wned utilities an commit themselves to considerably lar r blocks. Conse- 


quently. such cor ditions as relatively short-term contracts with the nor pret 


+} 


customers and provisions giving Federal Government the right to withdraw 


power from nonpreterence customers to meet the growing needs of the smaller 
preference customers appear to be necessary to safeguard the rights of the prefer- 
ence customers to obtain a fair share of Federal power. By making long- 
term firm contracts with the nonpreferénce customers, with no withdrawable 
feature, and by placing the preference customers in a position where they can 
contract onlv for their immediate requirements, the Department is impeding the 
preference customers in their ability to obtain a fair share of publi ‘ly produ ed 
power. 

2. The new order of priority of marketing power, as described in paragraph 
numbered 3 above, places a particular hardship on the preference customers. 


The CuatrMan. Define “preference customers.’ 
Mr. Rapin. Local public agencies and rural electric cooperatives. 


Under this order of priority, Federal power will be made available to non- 
preference customers in areas served by existing Bureau transmission lines, while 
it will be denied to preference customers in an economically feasible transmission 
distance from Federal projects, and which rightfully are entitled to a share of 
Federal power. For example, practically no transmission lines have been built 
into the State of Nebraska. Hence, Nebraska will have a low order of priority 
for obtaining Federal power, even though it is an all-public power State. 

A further problem presents itself in Nebraska with regard to the rate at which 
power will be sold to the publie agencies in that State. The Bureau at this time 
apparently does not plan to construct transmission lines into Nebraska, as it has 
done in other States and in the Missouri Basin, and public agencies in Nebraska 
are being expected to construct their own transmission lines. Yet, no compensa- 
tion in price is being offered the Nebraska agencies to offset the cost of their 
construction of transmission lines. The result is that the rate for Bureau power, 
which elsewhere is a delivered rate, becomes a bus bar rate for Nebraska, with the 
Nebraska agencies being burdened with the substantial costs of constructing 
their own transmission lines. The cost of power to the Nebraska agencies, 
therefore will be considerably more than it will be to comparable utilities in other 
States in the Missouri Basin. 


Since this letter was written—and it was written in October— 
I believe the Department of the Interior has decided to request funds 
for transmission lines into Nebraska, so I am not sure this last para- 
graph is applicable today. 

Assistant Secretary of the Interior, Fred G. Aandahl, in an address in Fargo, 
N. Dak., on September 29, stated that the purpose of these new criteria is to 
‘materially reduce the unfortunate pressure on local communities to establish 
local public power entities just to make Federal hydropower available to them- 
selves.’’ This association shares Mr. Aandahl’s view that the Federal power 
program should not |} 1 





be used as a device to nationalize the electric industry. 
Such would be detrimental to the best interests of our country. 

However, the preference clause has been a matter of Federal law and policy 
for almost half a century, and we believe it to be a necessary and equitable pro- 
vision. It is interesting to note that, although substantial quantities of Federal 
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pe ve | mar 1 under reference clause for the past several decades 
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{ eca 
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| a letter of such length, but the problems at hand 
el 1oO ( ( per svstel of our association that J believe 
on of our ews. In brief, we are disturbed in that 
it the 1 fFec f the new criteria is to make Federal power more 
1e nonpreference ¢ tomers and less accessible to the preference 
( ‘ We do not belie this is warranted, and we feel that this is contrary 
( r national } cies for almost half a century 
We earnest hope that vou will amend such features of the Missouri Basin 
marketing criteria which we consider detrimental to our interests and contrary 
{ tent of the preference clause \ small but representative group of the 
I ers of our association, ch as met in the past with vou—Undersecretary 
| lor Assistant Secretar Aandal and Solicitor Davis—would weleome the 
ot having nother conference with vou and/or the other officials of 
lepartment concerned th this matter, to discuss this and certain other 

! i co ( S associatiol 
~ cerely, 


ALEX RapDIN. 


The CuarrMan. Did you reply to that letter? 

Mr. Rapin. The reply we had was a letter stating his willingness 
to meet with us 

The CuarrmMan. Do you have a copy of that letter here? 

Mr. Rapin. No, sir; I do not have a copy with me. I will be glad 
to Ipply it 

The CHarrMAN. Supply it and put it in here. 

(The letter referred to follows:) 

UNIvTED States DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETARY, 
- J 


Washington D. C., Octobe G6, 1953. 


Gens Vi ae 1» i P } Powe m Assoc at on, 
Washington, D. C 
Drar MU RADI Secretary Mekav has requested me to acknowledge your 
letter of Octobe 19 requesting a meeting between members of your association 
a Secretaries McKay, Tudor, Solicitor Davis and me to discuss the Missouri 
Ba irketi criteria 
l n understanding from conversations between a member of my staff and 
Mrs. Price of your office that it has not been possible to arrange, within the next 
few weeks, a time convenient to all of us Might I suggest therefore that should 
ip wish to discuss this matter in the immediate future, I will be glad to 


meet with you 4 phone call to my office will fix a suitable date. 


FRED G. AANDAHL, Assistant Secretary 


Mr. Smiruzy. Did you meet with the Undersecretary or the 
Assistant? 

Mr. Rapin. Not since this letter, no, sir. We have never been 
able to arrange a satisfactory date on which our members could come 
into town and at which they were available. 

Since the submission of this letter to Mr. McKay, one section of 
the criteria (article 7) has been revised. However, many of the points 
raised in my letter of October 19, 1953, are still of active concern 
today, and I would like to take this occasion to summarize the 
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objections which our association has to certain provisions of the 
criteria. 

|. Long-term contracts permitted: Under the Missouri Basin Cri- 
teria as originally issued, preference customers were allowed 90 days 
in which to apply for their requirements of Federal power, and power 
not contracted to the preference customers would have been sold 
under 20-year, nonwithdrawable contracts to the nonpreference cus- 
tomers. Furthermore, by the imposition of a demand charge, the 
preference customers were to be penalized for contracting for power 
in excess of their requirements for 3 years. 

As explained in my letter of October 19, 1953, to Secretary McKay, 
such a policy would have redounded to the detriment of the preference 
customers, inasmuch as these customers are characteristically only 
about one-tenth the size of the privately owned utilities and therefore 
can contract initially for considerably smaller blocks of power than 
the nonpreference private power companies. 

The difficulty of the preference customers in a situation such as 
this has long been recognized by the American Public Power Asso- 
ciation. On September 29, 1949, the association’s board of directors 
after review by the membership, adopted a statement of Federal 
power policy, which, under section IV, ‘‘Power Sales,’ declared as 
follows: 

3. Contracts of Federal agencies with privately owned utilities should be limited 
in time and should contain provisions for modification upon reasonable terms to 
the extent necessary to protect the preference of public agencies and cooperatives 
within the area. 

In its revision of article 7 of the Missouri Basin Power Marketing 
Criteria, dated December 11, 1953, the Department of the Interior 
has given greater recognition to the rights of the preference cus- 
vwomers—— 

The CHarrMAn. You mean the private utility companies? 

Mr. Rapin. No, sir. The preference customers by law are the 
public agencies and the rural electric cooperatives. 

The CHarrMan. They are the private utility companies. You 
keep using the terms ‘‘preference”’ and “‘nonpreference.”’ I wish you 
would state for the record who they are. 

Mr. Rapin. The preference customers are the local public agencies 
and rural electric co-ops, and the nonpreference customers are the 
priv: ate powe r companies, 

The CuHarrMAn. I just wanted that cleat 

Mr. Rapin. I repeat, in its revision of article 7 of the Missouri 
Basin Power Marketing Criteria, dated December 11, 1953, the 
Department of the Interior has given greater recognition to the rights 
of the preference customers by declaring that power not already under 
contract and not needed until a later time by preference customers will 
be reserved for them as a class by selling it under short-term interim 
contracts under which it can be recaptured for the preference customers 
at the termination of such contract. 

However, paragraph (a) of article 7 states as follows: 

(a) The existing contracts of all preference customers and of those non- 
preference customers that serve communities which by long use have become 
dependent on such power, to the extent requested by the customer, will be amended 
to extend the term thereof in accordance with item I of these marketing criteria, 
i. e€., 8 Maximum of 20 vears from the present time, and to eliminate, if included 
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therein, the option of the United States to withdraw power for service to other 
customers, and to eliminate all control except a requirement that nonpreference 
utilities pass savings on to the ultimate consumer. 

We believe there is nothing in the Federal statutes which permits 
of what in effect amounts to the designation of a preference status to— 
those nonpreference customers that serve communities which by long use have 
become ck | endent on such power * 2 3 

Furthermore, this provision of the marketing criteria is in direct 
conflict with an earlier provision (paragraph 1 under the heading, 


“Power Supply’’) which states as follows: 
In the application of this criteria, it must be recognized that the Federal Gov- 
ernment does not assume a “‘utility’’ responsibility * * * 


In other words, the Department of the Interior, while disclaiming 
on the one hand that it has a “utility responsibility,”’ is conferring 
upon itself such a responsibility in serving certain nonpreference cus- 
tomers—the private power companies. Such an interpretation not 
only is an infringement upon th rights accorded preference customers 
under the law, but also represents a serious inconsistency within the 
criteria 

2. No definition of “short-term interim contracts’: The December 
11, 1953, amendment to the power marketing criteria contains no 
definition of a “short-term interim contract,’’ and we believe there is 
ample room for honest differences of opinion as to the extent of the 
term of such a contract. 

Assistant Secretary of the Interior, Fred G. Aandahl, in testimony 
before the House Interior and Insular Affairs Committee, has said 
that he conceived of such a contract as extending from a period of 2 
to 5 years. However, such verbal testimony does not have the same 
effect as the incorporation of a definition into the criteria itself, and it 
is doubtful that any succeeding official of the Department would be 
bound, in interpreting the criteria, by the verbal testimony of a 
predecessor. 

3. Administrative discretion in determination of future power re- 
quirements of preference customers: Paragraph 7 (b) (i), as revised 
December 11, 1953, states as follows: 

(i) Power available but not needed until a later time by preference customers 
will be reserved fcr them as a class by selling it under short-term interim con- 
tracts under which it can be recaptured for the preference customers at the 
termination of such contract. 

‘This provision points up the inferiority of the short-term interim 
contract, as opposed to the withdrawal clause, in protecting the rights 
of the preference customers. Under the paragraph above, the De- 
partment is given the authority to make an administrative determi- 
nation of the future power requirements of the preference customers. 
Should the Department underestimate the future requirements of 
the preference customer—and this is a definite possibility in the light 
of such past occurrences as the unanticipated increase in demand re- 
sulting from the Korean emergency—then the Department will have 
committed blocks of power to the nonpreference customers, on a 
long-term, nonwithdrawable basis, when such power conceivably 
could be needed by the preference customers to meet future demands 
unforeseen by the Department of the Interior. 
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Mr. SmitHey. May we have the situation prior to the adoption of 
the criteria in order that it may appear clear in the record, the change? 

Mr. Rapin. Prior to this time the contracts with the private util- 
ities contained a withdrawal clause so that power could be withdrawn 
upon notice from the private utilities to serve the increasing loads of 
the preference customers, the public agencies and rural cooperatives, 
as those loads grew. 

Mr. Smiruey. Was this power withdrawn upon the application of 
the preference customer or in the discretion of the Department of the 
Interior? 

Mr. Rapin. Upon the application of the preference customer 

Mr. Smiruey. It was an automatic thing rather than a discretionary 
thing with the Department? 

Mr. Rapin. That is right. It was a part of the written contract 
so that the preference customers had that assurance that their future 
power requirements would be available from the Federal power as 
their future power requirements grew. 

4. Amount of firm energy to be made available: Under the heading 
“Power Supply,” paragraph 1 of the criteria states: 

Determinations also anticipate the purchase of thermal generated energy from 
available sources in the area to supplement energy available in low water years to 
an amount not exceeding that which would be available under average water 
conditions 

We believe that the Bureau should determine the amount of firm 
energy it will sell by comparing the price for which such energy is sold, 
with the price for which it sells secondary energy, plus the cost of 
purchasing thermal generated energy to firm up secondary energy. 
If the Bureau’s price for firm energy is greater than its price for 
secondary energy, plus the cost for thermal energy to firm up the 
secondary energy, then obviously it becomes a good business practice 
for the Bureau to purchase such firming energy. 

Furthermore, the Government’s failure to make available the maxi- 
mum amount of firm energy redounds to the benefit of the nonpreler- 
ence customers, and to the detriment of the preference customers. 
This results from the fact that practically all of the nonpreference 
customers have thermal generation of their own and can profitably 
buy secondary energy from the Government; whereas, many of the 
preference customers operate distribution systems only, and conse- 
quently do not have the generating facilities to firm up secondary 
energy which might be available from the Government. 

In no case, however, do we advocate that the Federal Government 
overcontract for firm power, or make contracts with preference cus- 
tomers for firm power beyond the extent to which it can reasonably 
be expected to fulfill such contract requirements. 

In view of the factors cited above, we recommend the following 
changes in the Missouri Basin Power Marketing Criteria, as amended 
December 11, 1953: 

1. No long-term contracts between the Bureau of Reclamation and 
the nonpreference customers should be permitted. 

2. A definition of a “short-term interim contract” should be written 
into the criteria, stating that such a contract should be for a maximum 
of 5 years. 

3. A clause providing for the withdrawal, upon adequate notice, of 
power from nonpreference customers to meet the increasing needs of 
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the preference customers should be written into contracts with the 
nonpreference customers. 

The Bureau should make available the maximum amount of firm 
energy, consistent with sound business principles. 

Unless the amendments described above are made, the rights of the 
nonprofit public agencies and rural electric cooperatives, as accorded 
them under Federal law, will be jeopardized. We therefore urge 
your committee and the Congress to take such action as is necessary 
to correct what we consider to be serious deficiencies in the criteria. 

Thank you, sir 

The CHarrnMAN. You were present during Mr. Ellis’ testimony? 

Mr. Rapin. Yes, sir 

The CuatrMaANn. Do you agree with that in general? 

Mr. Rapin. His testimony? 

The CHAIRMAN. Yes. 

Mr. Rapin. Yes, sir; in general. 

The CHarrMan. I notice that neither in your letter to the Secre- 
tary of the Interior nor in your statement do you refer to the Repub- 
lican platform 

Mr. Rapin. Yes, sir 

The CuarrmMan. You do not refer to it; do you? 

Mr. Rapin. No, sir. 

The CHarrMan. Why not? 

Mr. Rapin. I am not sure I can tell you entirely, but I would say 
that the primary reason is that we are, by the nature of our organiza- 
tion, by our bylaws, a nonpolitical, nonpartisan organization, and we 
try to avoid matters of party politics insofar as it is humanly possible 
to do so 

The CHarrmMan. I am delighted to have you use the word ‘“non- 
partisan,” but as you know, the Senator from North Dakota is Re- 
publican. I think you will agree with me that during the campaign 
Mr. Eisenhower made certain definite promises to the farmers of this 
country that were read into the record by Mr. Ellis. Do you consider 
these promises have been kept or evaded? 

Mr. Rapin. No, sir, I do not think those promises have been en- 
tirely ke ‘pt. 

The Cuairman. Do you not think when a man runs for office or a 
great party comes out and says to the American people, ‘‘This is our 
platform,” that that party should keep those pledges? 

Mr. R DIN. Yes, sir, I think it applies to all parties. 

The CuarrMan. And that just because a man is running for the 
Presidency and he says, “I am in favor of these co-ops and I am going 
to help them,” and then does not do it, that it is in the same category 
as Wendell Willkie’s definition of campaign oratory? 

Mr. Rapin. Sir, I would like not to be drawn into political matters. 

The CHarrMAN. You are testifying under oath, and I want to find 
out your reasoning. I want to find out who is responsible for this. 
Are you going to blame Mr. Aandahl and Mr. McKay, or are you 
going to blame President Eisenhower, the man who made the promises 
in behalf of the Republican Party of this country? 

Mr. Ravin. I think certainly the responsibility for the operation 
of the executive branch of the Government rests with the President, 
the ultimate responsibility. 
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The CxHarrMan. In other words, if the men he appoints do not 
carry out what was promised to the farmer, then he should get rid 

of those people and put in folks who will carry out what the party plat- 
form promised? 

Mr. Rapin. He has that authority. 

The CHarrmMan. Thank you very much. 

Mr. Smirney. Mr. Radin, do you anticipate that if the criteria 
remain in effect, it will result in the elimination of competition in the 
electric industry? 

Mr. Rapin. I do not think this one act alone would result in the 
complete elimination, but this coupled with other actions going on in 
various other parts of the country could very well result in a trend 
toward that direction. 

Mr. Smirney. By that you mean 

Mr. Rapin. By that I mean mergers of certain private power com- 
panies which are being sanctioned and actions elsewhere which are 
to the detriment of the preference customers. The preference cus- 
tomers provide the only injection of competition into this industry, 
because it is a basically monopolistic industry. It is only the munic- 
ipal utilities and the co-ops that inject any competition into this 
industry. Wherever their rights or abilitv to perform adequately 
are threatened, to that extent, then, we have a trend toward monopoly 
in the industry. 

Mr. SmirHey. Do you view this as a part of a larger effort to elim- 
inate competition within the electric industry? 

Mr. Rapin. I think the impetus behind this is a trend toward 
monopoly ; ves. 

Mr. SmirHey. From what quarter do you think the impetus springs? 

Mr. Rapin. I think it obviously springs from the private power 
industry itself, which is not anxious to see any competition in the 
industry. It is basically a monopolistic industry to begin with. 

Mr. Smiruey. I have no further questions. 

The CuarrmMan. Mr. Wise, have you any questions? 

Mr. Wise. No, sir. 

The CHarrMaANn. The meeting is adjourned, subject to the call of 
the Chair. 

(Whereupon, at 11:40 a. m., the committee recessed, subject to 


call.) 
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LIST OF THE PRINCIPAL STOCKHOLDERS OF REGISTERED PUBLIC 
UTILITY HOLDING COMPANIES 


NOTE 


Philadelphia Electric Power Co.: Common stock is held by Philadelphia 
Electric Co., a holding company which has claimed exemption under rule U-2 
of the 1935 act. 

Eastern Gas & Fuel Associates and Granite City Generating Co. (voting trust) : 
These companies were not required to supply this information as of December 31, 
1953, because of the circumstances surrounding their registrations. 


American Gas & Electric Co. common-stock holders, as at Feb. 8, 1954 





Shares Percent 
Beneficial owners of 1 percent or more: 
Ihe Ohio State University 191, 390 1.49 
Massachusetts Investors Trust 158, 000 1. 23 
Subtotal 349, 390 | 2.72 
Other holders (37,385) 12, 497, 335 | 97. 28 


) 


Total (37,387 holders) | 12, 846, 725 100. 00 


American Natural Gas Co. common stockholders, as at Feb. 1, 1954 


Percent 


Shares 


Beneficial owners of 1 percent or more: 
Guaranty Trust Co. of New York, as trustee under Affiliated Fund, Inc., 
trust agreement__-_- . , 84, 000 2. 28 
Tri-Continental Corp 


‘ 56, 000 1. 52 
Guaranty Trust Co. of New York, as a party to the agreement dated Dec. 9, 

1953, between Guaranty Trust and Dividend Shares, Inc 50, 000 1. 36 
Bessemer Securities Corp.!.--. —— 40, 263 1.09 
Massachusetts Investors Trust 40, 000 1.09 


Subtotal 270, 263 | 


| | 7. 34 
Other holders (16,912) S 3, 414, 013 | 92. 66 
Total (16,917 holders) nae 3, 684, 376 100. 00 


1 Registrant has received no reply to an inquiry addressed to Bessemer Securities Corp. requesting infor- 
mation as to the beneficial ownership of the 40,263 shares. 


Central Public Utility Corp. common stockholders, as at Jan. 29, 1954 











Shares | Percent 
apa eee ne etnng RRA cease a eueenee a —— —| See | 
Beneficial owners and owners of record: ; 

Carl M. Loeb, Rhoades & Co 33, 347 3. 65 
Lober Bros. & Co..-.-.----- | 23, 133 2. 53 
Christopher H. Coughlin 7 14, 644 1. 60 
Goldman, Sachs & Co 2 13, 868 1. 52 
Eugene Casey ; 12, 928 | 1. 41 
Gerstley Sunstein & Co | 12, 424 | 1. 36 
Breswick & Co » | 10, 915 | 1.19 
Theodore H. Price, Jr | 9, 101 | .99 
E. F, Hutton & Co---. | 8, 475 | . 93 
Abraham & Co ; ; 6, 900 . 75 
Mrs. Sirpube Philibosian-........--- | 5, 786 | 63 
Eastman, Dillon & Co___.-.-.-. 4 ‘ 5, 658 . 62 
I aad a a ae = 5, 000 . 55 
a er ee : ine 5, 000 . 55 
167,179 | 18. 28 

Other Robhas (6007)... 22.2. cccaccenccnesse heats : 832, 921 | 81.72 
IIIT. «sta ile gill aaeenpinaeenmenniaiaiemetlite | 1, 000, 100 | 100. 00 
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Central and South West Corp. com mon-stock holders, as at Jan. 31, 1954 











Shares Percent 
B Ww ( t or more 
Massachuse rs Trust | 195, 000 214 
Affiliated I 175, 000 | 1. 92 
Subtotal 370, 000 | 4. 06 
Other holders (36,709 8, 721, 257 95. 94 
otal (36,711 holders 9, 091, 257 100. 00 
Cities Service Co., common-stock holders, as at Mar. 15, 1954 
, i 
Shares Percent 
Beneficial owners of 1 percent or more 
W. Alton Jones 100, 517 
Broekmans Administratiekentoor N. \ 82, 760 2. 129 
Merrill Lynch, Pierce, Fenner & Beane 80, 303. 5 2. 066 
Sigler & Co.! 52, 111 1, 34 
Soh] & Co 46, 563 1. 198 
Subtotal 9. 319 
Other holders (185,547) 3, 52 90. 681 
Total (185,552 holders 3, 887, 100.0 100. 000 


‘he company states that tne record owner is not the beneficial owner and that the beneficial Gwner or 
owners were not disclosed to the company. 


The Columbia Gas System, Inc., common-stock holders, as at Dec. 81, 1953 


| Shares Percent 

| 

Beneficial owners of 1 percent or more | 
The United Corp | 753, 609 1.2 
Guaranty Trust Co. of New York 380, 000 2.1 
1, 133, 609 | 6.3 
Other holders (92,998) _ _ _- 16, 866, 391 | 93.7 
Total (93,000 holders 18, 000, 000 100. 0 


Consolidated Natural Gas Co. common-stock holders, as at Feb. 25. 1954 


Shares Percent 


Beneficial owners and owners of record 





he Rockefeller Foundation 3. 60 
Massachusetts Investors Trust 2. 31 
Sigler & Co 1. 64 
Eddy & Co Y oa 
Kane & Co 1. 51 
Douglass & Co 1. 36 
Standard Oil Foundation, Inc 1.16 
Cudd & Co 1. 00 
523, 995 14. 22 

Other holders (57,097) | 3, 159, 290 85. 78 


Total (57,105 holders) 3, 683, 285 | 100. 00 





POWER POLICY 615 


Delaware Power & Light Co. common-stock holders, as at Mar. 12, 1954 








Shares Percent 
4 Record holders 
12 Steere & Co 45,218 2. 43 
Anderson & Co. 39, 969 2.15 
6} Douglass & Co 33, 100 1.78 
14 Shaw & Co 30, 063 1.62 
Sigler & Co 29, 693 1. 60 
”) Kane & Co 23, 741 1. 28 
Che Connecticut Mutual Life Insurance Co 20, 600 1.11 
Thomas & Co 20, 515 1.10 
Carothers & Clark 20, 000 1.08 
Cross & Co 19, O84 1.08 
Wanham, Albert & Co 16, 811 90 
Yale University 15, 000 8] 
Massachusetts Mutual Life Insurance Co 14, 515 78 
Aetna Insurance Co 13, 715 74 
Don & Co 13, 715 74 
Foster & Co 13, 673 74 
6, New York Life Insurance Co 13, 257 71 
9 Rule & Co 12, 000 . 65 
Safe & Co 11, 793 63 
St. Paul Fire & Marine Insurance Co 11, 429 . 62 
8 mn , r > ee 
Total 418, 791 22. 
9 Other holders (23,521 1, 439, 437 77. 45 
: ‘ a 
; Total (23,541 holders . ‘ 1, 858, 228 100. 00 
0 
‘ Eastern Utilities Associates common-stock holders, as at Apr. 9, 1954 
Share Percent 
Benef | owners of 1 percent or more: Edwin S. Webster 12, 788 1. 2924 
Other holder 11,452 | 976, 619 | O&. 7076 
} } 
Total 1,453 holders 989, 407 100. 0000 
Electric Bond & Share Co., common-stock holders, as at Dec. 31, 1958 
Shares Percent 
) 
Beneficial owners of | percent or more 
General American Investors Co., Ine 80. 000 1. 52 
Che Lehman Corp 60, 000 1.14 
SohlL& C)2 60, 000 1.14 
Cri-Continental Cor 74, 000 | 1.41 
ubtot 274, 000 5.2 
Other ler 196 4, 976, 358 | 4.79 
| 
) otal (38,000 holders 5, 250, 358 | 100. 00 
l 
t . 
\ Includes i :formation received by company but may not include all beneficial owners of 1 percent or 
' ore 
; obl & Cod. is nomi ee for ageney, Bank of Montreal Beneficial ywnership not reported. 
) General Public Utilities Corp. common-stock holders, as at Feb. 26, 1954 
» uae — manciierieiidalieitintssinrsimestntinias 
Shares Percent 
) chisimiimniniiitiies ecniannea 
Beneficial owners of 1 percent or more 
Massachusetts Investors Fund 200, 000 2.20 
Associated General Utilities Co 163, 330 1. 80 


Subtotal 


4. 00 
Other holders (66,236 


96. 00 





} 


lers values pbekte ee bbbhdedeewmmmséuedianen | 9, 098, 640 100. 00 


Total (66,238 hol 
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International Hydroelectric System common-stock holders, as at 


owners of 1 percent or more 
Cameron Biewend 

Christian A 
( tral Illinois Securitic 
I 1 H. Todd and family 
Alf A. Romney 


Johnson 


s Corp 


Interstate Power Co. common-stock holders, as at 
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Mar. 1, 1954 


Shares Percent 
42, 800 4. 987 
39, 371 4. 587 
25, 000 2.913 
38, 050 4.434 
10, 300 1. 200 
155, 521 18. 121 
701, 197. 34 81.879 
856, 718. 34 100. 000 


Mar. 4, 


O5/ 
1954 


Shares ! Percent 


Beneficial owners of 1 percent or more 
Hitchings & Co., care of State Street Trust Co., Boston 55, 000 > 27 
ta & Co., care of City National Bank & Trust Co., Chicago 50, 082 | 2.09 
Merrill Lynch, Pierce, Fenner & Beane, New York 46, 600 1. 92 
Salkeld & Co., care of Bankers Trust Co., New York 40, 200 1. 66 
Chemical Bank & Trust Co., as escrow agent, New York 34, 615 1.42 
Cudd & Co., care of Chase National Bank, New York 28, 200 1.16 
ibtotal 254, 697 10. 52 
hold 15,627 2, 166, 136 89. 48 
Total (15,633 holders) . 2, 420, 833 100. 00 
Holder sted are holders of record Actual beneficial ownership was not reported 
Middle South Utilities, Inc., common-stock holders, as at Dec. 31, 1958 
Share Percent 
Beneficial owners of 1 percent or more 
State Street Investment Corp 109, 619 1. 54 
Harvard College 108, 136 1. 42 
Affiliated Fund, Inc 105, 000 1. 47 
Massachusetts Investors Trust 100, 000 1. 40 
lri-Continental Corp 94, 300 1,32 
Investors Mutual, Ine 8&2, 400 1.16 
Subt i] 599, 455 8. 41 
Othe ders (27,419 6, 525, 545 91. 59 
Potal (27,425 holders 7, 125, 000 100. 00 


National Fuel Gas Co. 


Beneficial owners of 1 


Research 


Other holders 


percent or more 


Total 


common-stock holders, as at Dec. 31, 1953 


Shares Percent 


‘he Rockefeller Institute for Medical 
50, 000 1.31 
3, 760, 183 98. 69 
3, 810, 183 100. 00 
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New England Electric System common-stock holders, as at Dec. 31, 1953 


| 
Shares Percent 
———— 

Record holders: | 
International Hydro-Electric System 462, 572 | 5. 078 
Bessemer Trust Co. Account No. 2 186, 193 044 
Bessemer Securities Corp 177, 402 1, 947 
Merrill Lynch, Pierce, Fenner & Beans 111, 380 1. 22 
Harvard & Co 100, 000 1. 100 
Pratt & Co. 938, 000 1.021 
1, 130, 547 12. 41 
Other holders (49,462 7, 978, 277 87. 587 
Total (49.468 holders 9, 108, 824 100. 000 


New England Gas & Electric Association common-stock holders, as at Dec. 831, 1953 


Shares Percent 
Record holders 
Ferro & Co 35, 090 1. 58 
John F. Rich, trustee for benefit of John J. Burns 11, 138 A 
16, 228 2.08 
Other holders (19,462 2, 180, 127.8 7.92 
Total (19,464 holders 2, 226, 355.8 100. 00 


The North American Co. common-stock holders, as at Jan. 29, 1954 


Share Percent 
aaa 

Beneficial owners of 1 percent or more 
Estate of Harrison Williams and Mrs. Mona Willian | 189, 266 2. 208 
President and Fellows of Harvard College 154, 850 1. 806 
lhe Prudential Insurance Co. of America | 86, 300 1. 007 
Subtotal 430, 416 5. 021 
Other holders (44,614 8, 142, 208 94. 979 
otal (44,617 holders &, 572, 624 100. 000 


Northern States Power Co. (Minnesota) common-stock holders, as at Dec. 31, 1953 


Shares Percent 

Beneficial owners of 1 percent or more 
Guaranty Trust Co., trustee for Affiliated Fund, Ine 184, 800 1. 51 
Investors Mutual, Inc 170, 600 1. 40 

| — 

Subtotal 355, 400 2.91 
Other holders (60,026) 11, 843, 152 97.09 
Total (60,028 holders) 12, 198, 552 100. 00 


Ohio Edison Co. common-stock holders, as at Mar. 31, 1954 


Shares Percent 


Beneficial owners of 1 percent or more: Trustees of the Massachusetts Investors 
Trust__.. 1.02 
Other holders (70,369) - . - 5, 747, 136 98. 98 





Total (70,370 holders) ......_- ; a ai sax 5, 806, 136 | 100. 00 
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The Southern Co. common-stock holders, as at Feb.-1, 1954 
Shares Percent 
ist ( New ¥ 300, 000 | 1. 66 
M u ts I ; 260, 000 | 1.44 
560, 000 | 3. 10 
‘ 17, 527, 643 96. 90 
18, O87. 64 100. 00 
Po & Light Corp. common-stock holde as at Dec. 31, 1958 
hare Percent 
of 1 percent or more 
achs & Co. 31, 300 3 
istodian Funds, Inc 31, 300 2 
27,100 | 2. 05 
urities Cort 20, 000 1. 52 
109, 700 &. 31 
| 
? mhe Of record hotid s al Va o,f IDL, of Standard Powe & Light 
Co. equity sec tie 
2, 788 
series B 505 
& Elec C’o. common-stock holders, as at Mar. 9. 19 
Si! Percent 
{1 per nt or ( 
ver & Light Cor 1, 160, 000 53. 64 
48, 100 | 2. 22 
ichs & Co s0. 100 1.39 
1, 238, 200 AZT 
- 924, 407 42 
} Y . ~ 
i” . 2, 162, 607 100. 00 
the record holder, re wrted to Standard Gas & Electric Co. that 48,100 shares wer: 
l account 
l tah Power & f ght €’o. common-stock hold rs, as at Mar 5, 1954 
Shares Percent 
32. 500 1. 76 
Clark 000 1. 63 
922 1,41 
-. 25, 000 1. 36 
) 23, 902 1. 30 


ottor 


& 


13,911 holders 


( 


905 


21, 865 


1.19 


159, 189 8. 65 
1, 683, 311 91.35 
1, 842, 500 100. 00 
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The West Penn Electric Co. common-stock holders, as at Dec. 31, 1953 


Shares Percent 
Beneficial owners of 1 percent or more 
The United Corp i - 86, 203 2.04 
Fundamental Investors, Inc wii 44, 800 1. 06 
Subtotal » 131, 003 3. 10 
Other holders (25,822 4, 092, 997 96. 90 
Total (25,824 holders) 4, 224, 000 100. 00 


Wisconsin Electric Power Co. common-stock holders, as at Feb. 1, 1954 


Shares Percent 
nsticiiecaieinteniecnsiittiapitgeitii —_ = 

Beneficial owners of 1 percent or more: 
Massachusetts Investors Trust 77, 000 1, 83 
Tri Continental Corp 65, 300 | 1. 55 
Dividend Shares, Inc. 50, 000 | 1.19 
Harvard College 48, 638 1.15 
240, 938 5. 72 
Other holders (35,096) 3, 973, 974 94. 28 
Total (35,100 holders) 4, 214, 912 100. 00 


Wisconsin Southern Gas Co., Inc., common-stock holders, as at Dec. 31, 1958 


Shares Percent 
Beneficial owners of 1 percent or more 
Carl A. Altenbern, Burlington, Wis 6, 648 10. 54 
John C. Donnelly, Chicago, Il 1, 254 1.99 
Farmers Mutual Automobile Insurance Co., Madison, Wis 1, 000 I 
William H. Freytag, Elkhorn, Wis 1, 050 1. 67 
Marion K. Freytag, Williams Bay, Wis 760 1.19 
Herman K. Harley, Madison, Wis 6, 348 10. 06 
Robert M. Haydon, Madison, Wis 5, 000 7. 92 
Kenneth D. Knoblock, Wilmette, Il 7, 000 11. 10 
Edmund R. O’Neill and Mrs. Margaret T. O’ Neill, Oak Park, Il 800 1.27 
Frank A. O'Neill, Glen Ellyn, Il! 13, 240 20. 99 
Subtotal (10 holders) 43, 100 68. 32 
Other holders (number not reported) 19, 986 31. 68 
Total (number of stockholders not reported 63, 086 100. 00 


The United Corp. common-stock holders, as at Mar. 10, 1954 


Shares Percent 
Beneficial owners of 1 percent or more: Commercial Enterprises Corp 146, 646 1. 04 
Other holders (44,999) _ _ - 13, 925, 50344 98. 96 
Total (45,000 holders) 14, 072, 14944 100. 00 





